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1 INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. My name is Tayne S. Y. Sekimura and 1 am the Financial Vice President of Maui 

4 Electric Company. Limited ("MECO" or the "Company"). My business address 

5 is 900 Richards Street, Honolulu, Hawaii, 96813. MECO-I700 provides my 

6 educational background and work experience. 

7 Q. What is the purpose of your testimony in this proceeding? 

8 A. The primary purpose of my testimony is lo recommend a fair and reasonable rate 

9 of return on the Company's rate base for test year 2007. I will explain the basis 

10 for MECO's capital structure and the derivation of its composite cost of capital. I 

11 will provide details supporting the Company's sources, proportions, and costs of 

12 investor funds. Further, my testimony will discuss how the Company's Energy 

13 Cost Adjustment Clause ("ECAC") addresses the fmancial factors that Act 162' 

14 mandates and recommends to the Commission a rate of return on common equity, 

15 based on the testimony of Dr. Roger Morin, Professor of Finance, Georgia Slate 

16 University, College of Business, who has developed an estimate of the return on 

17 common equity he deems to be fair and reasonable. 

18 Another purpose of my testimony is to explain why the Company does not 

19 believe that it is necessary to conduct a comprehensive analysis for this docket of 

20 the impact of Hawaiian Electric Industries. Inc. ("HEI") on MECO's cost of 

21 capital [in regard to Decision and Order ("D&O") No. 15225^]. 

22 In addition, my testimony includes an estimate of the savings to customers 

23 resulting from the use of special purpose revenue bond financing, as required by 

24 Hawaii law.' 

Section 269-16 (g), Hawaii Revised Siaiuies. 
- Decision and Order No. 15225, filed in Dockel No. 7591 on December 10. 1996. 
^ Hawaii Revised Slaiues ("H.R.S.") Seclion 39-A-208(b). 
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RATE OF RETURN ON RATE BASE 

Q. What is the purpose of the rate of return on rate base? 

A. The rate of return on rate base is used to calculate the revenues necessary to fairly 

compensate investors for the use of their money invested in assets that are used or 

useful in providing service to the utility's customers. 

What is the fair rate of return on rate base for test year 2007? 

A fair rale of return on rale base for MECO for test year 2007 is 8.98% as 

8 calculated on MECO-1701. 

9 Q. Why is 8.98% a fair reiurn on rale base for test year 2007? 

10 A. A rate of return on rate base of 8.98% for MECO is fair because it satisfies the 

11 three requirements for fairness established by the Bluefield and Hope cases. 

12 The requirements for "fairness," as set forth in Bluefield Water Works & 

13 Improvements Co. v. Public Service Commission of West Virginia (262 U.S. 679, 

14 1923) and in Federal Power Commission v. Hope Natural Gas Companv (320 

15 U.S. 391, 1944). are that the return should: 

16 1) Be commensurate with returns on investments in other enterprises 

17 having corresponding risks and uncertainties; 

18 2) Provide a return sufficient to cover the capital costs of the business, 

19 including service on the debt and dividends on the slock; and 

20 3) Provide a return sufficient to assure confidence in the financial 

21 integrity of the enterprise so as to maintain its credit and capital-

22 attracting ability. 

23 A return on rale base of 8.98% for MECO for test year 2007 will satisfy these 

24 requirements for fairness. 

25 Q. Are these criteria consistent with the criteria used by the Commission in prior rale 

26 cases? 
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1 A. Yes. These criteria were used by the Commission in numerous MECO rate case 

2 decisions including Decision and Order ("D&O") No. 16922 (Docket No. 97-

3 0346, MECO 1999 Test Year), D&O No. 16134 (Dockel No. 96-0040, MECO 

4 1997 Test Year), and D&O No. 15544 (Docket No. 94-0345, MECO 1996 Test 

5 Year), as well as numerous Hawaiian Electric Company, Inc. ("HECO") and 

6 Hawaii Electric Light Company, Inc. ("HELCO") rate case decisions. 

7 Q. How should a fair retum on rale base be developed in these proceedings? 

8 A. A percentage return on rate base that is at least equal to the Company's composite 

9 cost of capital would be a fair rate of retum in this docket. 

10 Q. Why must a fair rate of return on rate base be at leasl equal to MECO's composite 

11 cost of capital? 

12 A. The composite cost of capital represenls the carrying cost of the money received 

13 from investors to finance the rate ba.se. In order to adequately compensate those 

14 who have invested in the Company, MECO needs to be allowed a reasonable 

15 opportunity to earn at least its composite cost of capital. 

16 Further, a rate of return on rate base at least equal to the Company's 

17 composite cost of capital would satisfy the three requirements of a fair return, 

18 provided that the Company is given a realistic opportunity to actually earn the 

19 retum. A finding by the Commission of a return on rate base at least equal to the 

20 Company's composite cost of capital would allow the Company to cover the 

21 capital cosls of the business; it would provide a return on investment 

22 commensurate with returns on other investments having corresponding risks; and 

23 it would provide assurances to the financial community of the Company's 

24 financial integrity (or financial strength). 

25 COMPOSITE COST OF CAPITAL 

26 Q. What is the composite cost of capital? 

http://ba.se
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1 A. The composite cosl of capital is the weighted average cost of short-term debt, 

2 long-lerm debt, hybrid securiiies, preferred stock, and common equity of the 

3 Company, ll represents the carrying cost of the money received from investors to 

4 finance the rate base. 

5 Q. How is the composite cost of capital calculated? 

6 A. The composite cost of capital is calculated by summing the weighted effective 

7 costs of each element of the capital structure. The capital structure is made up of 

8 the short-term debt, long-term debt, hybrid securiiies, preferred stock, and 

9 common equity of the Company. The overall cost of each of the elements is 

10 calculated taking inlo account such items as issuance costs to come up with an 

11 "effective" cosl for each element. The "effective" cost of each element of the 

12 capital structure is "weighted" in proportion to its percentage in the capital 

13 structure to come up with a weighted effective cost. 

14 Q. Has the same method been used by MECO, HECO, and HELCO in prior rate 

15 cases? 

16 A. Yes. This method was used in Docket No. 97-0346 (MECO 1999 Test Year), 

17 Docket No. 96-0040 (MECO 1997 Test Year), and Docket No. 94-0345 (MECO 

18 1996 Test Year) as well as numerous HECO and HELCO rate cases. 

19 Q. What is the Company's average estimated composite cost of capital for test year 

20 2007? 

21 A. The Company's estimated average composite cost of capital is 8.98% for lest year 

22 2007, as shown on MECO-1701. 

23 GOALS IN FINANCING 

24 Q. Whal are the Company's overall goals in determining ils financing? 

25 A. In determining its financing, the Company strives to balance: 

26 1) obtaining funds at the lowest reasonable cost, and 
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1 2) preserving the financial strength of the Company. 

2 Obtaining Funds al the Lowest Reasonable Cosl 

3 Q. How does the Company obtain funds at the lowest reasonable cost? 

4 A. Low cost funds are obtained by: 1) issuing securities that are relatively low risk to 

5 investors and 2) minimizing the Company's business and financial risks, to the 

6 extent the Company can control those risks and it is appropriate to do so in the 

7 context of the Company's overall business plan. 

8 Q. What securities do investors consider to be relatively low risk? 

9 A. Investors consider debt issuances to be relatively low risk securities since there is 

10 assurance that the investor will be paid a stated rate al predetermined periods 

11 before other types of investors are able to get disbursements from the Company. 

12 Debt is usually the least costly source of funds for the Company. 

13 Q. Why doesn't the Company obtain all of its financing from debt? 

14 A. Although debl is low risk to investors, it is relatively high risk to the Company. 

15 Higher proportions of debt would mean more fixed obligations and higher risk of 

16 default on debt covenants. This would increase the cost of the debt since lenders 

17 would need more compensation for taking more risk if there are more fixed 

18 obligations. Also, investors will not lend money lo companies with no equity 

19 support. Some level of equity support is necessary in order to access the debl 

20 market. Therefore, the Company must balance the relatively lower cost debl with 

21 relatively higher cosl equity in determining its capital structure. 

22 Maintaining Financial Strength 

23 Q. Why is il important for the Company to maintain its financial strength? 

24 A. Investors are very sensitive lo financial strength considerations when they decide 

25 where to invest their money. If MECO's financial strength is not maintained, 

26 more risk averse investors will invest their money elsewhere. This, in turn, will 
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1 have negative implications for MECO's customers because it will reduce the 

2 demand for the Company's securities and will increase ils cosl of capital. Further, 

3 under adverse market conditions, it may be difficult lo attract capital. It is 

4 imperative from a customer standpoint, therefore, that MECO at least maintain its 

5 current financial strength. 

6 Q. How is financial strength measured? 

7 A. One of the principal measures of a company's financial strength is its credit rating. 

8 Credit ratings are issued by independent rating agencies, such as Standard and 

9 Poor's ("S&P") or Moody's Investors Services ("Moody's"). A credit rating is an 

10 impartial opinion of the general creditworthiness of a company (issuer credit 

11 rating) or the creditworthiness of a company with respect to a particular security 

12 (issue-specific credit rating). Credit rating agencies evaluate the investment risk 

13 in commercial paper, secured and unsecured debt, hybrid securities, and preferred 

14 stock. The rating for each security reflects the investment risk in that security, 

15 given the rating agency's overall evaluation of the financial condition of the 

16 company and the particular characteristics of the individual security. 

17 Q. Why is it important for the Company lo maintain good credit ratings? 

18 A. It is important to maintain good credit ratings for the following reasons: 

19 1) Maintaining good credit ratings helps lo minimize electric rates by lowering 

20 the cost of capital to the Company. A credit rating is a measure of credit 

21 risk. All other things being equal, a company with less risk will have a 

22 lower cost of capital. 

23 2) Maintaining good credit ratings gives the Company the ability lo 

24 consistently attract new capital on reasonable terms, whatever the current 

25 stale of the financial markets. The Company raises its capital in a 

26 competitive market. The supply and demand for investors' funds change as 
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1 economic conditions change. Under ideal conditions, financing is available 

2 for most companies. Under adverse economic conditions, however, 

3 companies with weaker credit ratings may find it difficult, if nol impossible, 

4 to raise new capital. A good credit rating assures investors that the company 

5 is financially sound, so that they will continue to have an interest in 

6 purchasing the company's securities. For example, many companies 

7 (including MECO) restrict their investment portfolios to investments in 

8 companies that have ratings that are at least "investment grade." 

9 Continuous access to capital markets is critical for a capital-intensive 

10 company such as MECO that has an obligation to provide utility services. 

11 Q. How do rating agencies determine credit ratings? 

12 A. In order to determine a company's credit rating, the rating agencies evaluate a 

13 wide range of qualitative and quantitative factors that affect the company's credit 

14 quality. This assessment considers both the business risks and the financial risks 

15 of the company. 

16 Q. How are MECO's credit ratings measured? 

17 A. MECO's credit ratings from S&P and Moody's are based on the collective 

18 financial strength of HECO, MECO, and HELCO (together, the "Companies"): 

19 Long-term debt (un.secured): Because HECO guarantees the payment of principal 

20 and interest on both MECO's and HELCO's unsecured long-term debt, the rating 

21 agencies evaluate the consolidated HECO to get a credit rating for all of the 

22 Companies' unsecured long-term debt. 

23 Preferred Stock: HECO guarantees the obligations of MECO and HELCO, but 

24 only if HECO has already mel its own preferred stock obligations. The rating 

Standard & Poor's rating of BBB- or higher or Moody's rating of Baa3 or higher. See S&P "Rating 
Definitions" in Docket No. 04-0113 (HECO 2005 TY Rate Case). Exhibit HECO-2108. pages 1 to 4 filed 
on November 12, 20CW. 
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1 agencies recognized this "junior position" of the subsidiary preferreds in each of 

2 their last sales (MECO's Series H and HELCO's Series G). Therefore, all 

3 subsidiary preferreds are treated as one notch lower in credit quality than HECO's 

4 preferred stock. 

5 Hybrid Securiiies: Because HECO guarantees the obligations of MECO and 

6 HELCO, the rating agencies evaluate the consolidated HECO lo gel a credit rafing 

7 for all of the Companies' hybrids. 

8 Q. If to some degree, MECO trades on HECO's consolidated credit rating, why is it 

9 important for MECO to also have a sound capital structure? 

10 A. In order to minimize intercompany subsidization, lo the extent it is practical, 

11 which would occur if the credit risks of the Companies were significantly different 

12 from each other, MECO seeks to maintain its own financial strength, as an 

13 individual company, in accordance with the rating agency guidelines and HECO's 

14 credit ratings. 

15 Business Risks 

16 Q. What things do the rafing agencies consider in assessing business risk? 

17 A. Business risk considerations cited in Standard & Poor's article, "Key Credit 

18 Factors: Assessing U.S. Vertically Integrated Utilities' Business Risk Drivers" 

19 dated September 14, 2006 (provided in Exhibit MECO -1708), include five basic 

20 characteristics: regulation, markets, operations, competitiveness, and 

21 management. 

22 Q. What business risks does the Company face? 
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1 A. The Company faces numerous business risks.^ I will discuss several business 

2 risks underlying each of the five basic characterisfics which help to define 

3 MECO's business profile. 

4 1. REGULATION 

5 Regulation is a critical aspect that underlies a utility's 

6 creditworthiness, and decisions by the regulators can profoundly affect 

7 financial performance. 

8 1) Energv Cost Adiustment Clause ("ECAC") 

9 For many years, the Company has been allowed the use of an ECAC. 

10 The ECAC is an automatic adjustment provision in MECO's rate schedules 

11 that allows MECO to automatically increase or decrease rates to refiect 

12 changes in the Company's costs of fuel and purchased energy above or 

13 below the expense levels included in base charges, without a rate 

14 proceeding. In 2006, new legislation^ required that the Commission 

15 evaluate the continued use of the ECAC in each rale proceeding in which il 

16 was requested by the Company. Our investors are clearly concemed by the 

17 legislative aciion. I will discuss the financial implications of this legislation 

18 in greater detail later in my testimony. 

19 2) Renewable Portfolio Standards 

20 The Renewable Portfolio Standards law ("RPS"), as amended by the 

21 Legislature in 2004 and in 2006, requires MECO (in aggregate with HECO 

22 and HELCO) to obtain certain percentages of sales from renewable 

23 electrical energy resources ("RE"). Renewable electrical energy resources 

^ See "Forward-Looking Slaiemenls" from HEI and HECO Form 10-Q for the quarterly period ended 
September 30, 2006 filed as Exhibit MECO-1709. 
'̂ Act 162 added a provision in HRS 269-16 reiterating the Commission's discretion to evaluaie any 

auiomalic fuel rate adjusiment clause requested by a utility. 
' Each electric utility company that sells electricity for consumption in the stale shall establish a 
renewable portfolio standard of: 10% by end of 2010, 15% by end of 2015, and 20% by end of 2020. At 
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1 include electrical energy generated using renewable energy sources, and 

2 electrical energy savings brought about by renewable displacement 

3 technologies (such as solar water heating) or energy efficiency measures. 

4 On January 11, 2007, the Commission issued Order No. 23191 in Docket 

5 No. 2007-0008 that initiates a proceeding to establish and issue penalties 

6 against electric utility companies who fail to meet the RPS. Thus, 

7 uncertainUes regarding how and if the Company will be able to finance, 

8 recover and earn on ils investments in renewable energy resources made in 

9 order to meet the requirements of the RPS and whether the Company may 

10 incur penalties if the requirements of the RPS are not met, increase the 

11 Company's financial risk 

12 3) Regulatory Aciion 

13 The Company has numerous regulatory actions pending before the 

14 Commission that will impact the credit rating agency assessment of 

15 MECO's regulatory risk. The Company must continue lo obtain regulatory 

16 rulings that demonstrate regulatory support to at least maintain its current 

17 risk level. In an article by S&P dated October 25, 2006^ S&P stales, "credit 

18 quality of the industry continues to be defined by the emphasis on core 

19 competencies, where risks are more familiar, but can be considerable. 

20 These risks include: Major pending regulatory decisions; The approaching 

21 end of lengthy rate freezes and industry transition periods in a few states; 

22 The need for substantial infrastructure expenditures; and Fuel cost recovery 

23 in a high-fuel-price environment." Thus, regulatory decisions that suggest 

least fifty percent of the RPS targets shall be met by electrical energy generated using renewable energy 
as the source. 

"* See S&P article. "'Industry Reporl Card: Few Rating Actions for U.S. Eleciric, Gas, And Water Utilities 
In Third Quarter" filed as Exhibit MECO-I710. 
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1 the utility will nol have regulatory support increase the Company's risk 

2 profile, ils cosl of capital, and ultimately cosls to ratepayers. 

3 The timing and adequacy of rale relief (including timely and adequate 

4 interim and final rate relieO affect the business risk of the Company and are 

5 matters of concern to the rating agencies. In its credit assessment of 

6 MECO's parent company, HECO, dated December 21, 2006^ Moody's 

7 stated, "The rating could be downgraded should weaker than expected 

8 regulatory support emerge, including the continuation of regulatory lag, 

9 which ultimately causes earnings and sustainable cash fiow to suffer." 

10 Thus, MECO needs the continuing suppon of the Commission to help 

11 maintain ils currenl credit quality standing. Loss of this support could be 

12 detrimental in the rafing agencies' assessment of the Company's business 

13 risk. 

14 2. MARKETS 

15 Assessing market dynamics begins with an economic and 

16 demographic evaluation of the service area in which the Company operates. 

17 1) Economv 

18 The Company's operating results are infiuenced by the volatility of 

19 the national and slate economy and their impact on the economy of the 

20 islands of Maui, Lanai, and Molokai. The visitor industry, the largest 

21 component of Hawaii's economy, can fiuctuate significantly as a result of 

22 terrorist acts across the globe, the geopolitical and war situation, and 

23 national and international economic conditions. A large portion of the 

24 Company's revenues comes from customers associated with the visitor and 

25 construction industries. The impact of having just a few sectors that greatly 

'' See Moody's Investors Service Credit Opinion filed as Exhibit MECO-1711. 
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1 influence electric sales growth is that it potenfially creates volatility in the 

2 Company's revenues. 

3 While the economy appears to have rebounded from the effects of the 

4 terrorist attacks, a rise in interest rates may slow down the growth in 

5 constmclion and real estate sales activity. Furthermore, the threats of terror 

6 attacks have continued to increase the need for physical security of our 

7 facilities and the cost of security and insurance. 

8 2) DSM Programs 

9 The Company recognizes the need for and benefit to Hawaii of 

10 reducing Hawaii's dependence on fuel oil and central slafion generation to 

11 meet the electricity needs of our customers. 

12 Since 1996, the Company has implemented energy efficiency 

13 demand-side managemeni ("DSM") programs, which have provided 

14 incentives to its customers to implement measures that reduce the use of 

15 electricity or use electricity more efficiently. Companies incur risks when 

16 they encourage customers to reduce the use of their product, which is the 

17 case for MECO where DSM programs are designed lo influence the utility 

18 customer uses of energy lo produce desired changes in demand. 

19 On February 13, 2007, the Commission issued D&O 23258 in the 

20 Energy Efficiency Docket (Docket No. 05-0069). The Commission ordered 

21 that: energy efficiency goals be established, energy efficiency DSM 

22 programs be transitioned to a non-utility market structure, ufilily incentive 

23 mechanisms be changed, and other requiremenis. The Company cannot 

24 currently predict the impact of this order. 

25 3. OPERATIONS 
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1 When assessing a utility's operations, creditors focus on the 

2 Company's ability lo provide reliable and safe electric service, the cosl lo 

3 achieve those goals and ability to recover those investments. 

4 1) Capital Investments 

5 The Company is projecting a need for new generation facilities in the 

6 next five years due to the increase in its peak forecast and addifional 

7 investment in the transmission system to improve reliability and to support 

8 growth. Construction of generation and transmission facilities may face 

9 many challenges due to public sentiment, poliUcs, and permitting 

10 requirements. The processes to gel all the approvals needed to install these 

11 capital additions take many years and therefore put investor funds at risk for 

12 extended periods. 

13 Being island environments, Maui, Lanai, and Molokai, each have no 

14 inter-Ues lo olher sources of electricity and musl build their own resources 

15 to meel their individual needs. This increases the significance of making 

16 investment in capacity and reliability; and underscores the importance of 

17 maintaining access to capital markets to have the financial resources to 

18 make necessary capital investments. The Company must be able to 

19 construct the facilities and to finance them in order to continue to provide 

20 reliable electric service. 

21 2) Purchased Power 

22 The Company expects lo purchase more than 15% of its energy from 

23 independent power producers ("IPPs"). Purchase power agreements 

24 ("PPAs") have been enlered into based on the Company's obligauons under 

25 the Public Utility Regulatory Policies Act of 1978 ("PURPA") and slate 

26 laws and rules encouraging the purchase of power from non-fossil fuel 
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1 producers and qualifying facilities under PURPA, and only with the 

2 Commission's determination that costs paid under the contracts were 

3 reasonable and approval of the contracts. The Company purchases firm 

4 energy from Hawaiian Commercial & Sugar Company ("HC&S"), and as-

5 available energy from Kaheawa Wind Power, LLC. ("KWP") and Makila 

6 Hydro, LLC. ("Makila"). See further discussion by Mr. Ribao in MECO T-

7 5- The contracts are obligations that must be paid before shareholders 

8 receive any compensafion for the use of their funds. MECO investors 

9 receive no compensafion for the PPAs, but have earnings potential at risk if 

10 power purchase costs are nol fully recovered in rales (through base rates or 

11 the ECAC). 

12 Generally accepted accounting principles determine the financial 

13 statement presentation of these and any fulure contracts. There is 

14 uncertainty as to whether there will be any change in accounting impacfing 

15 existing or new contracts and what impact changes in accounfing treatment 

16 might have on the investment community's view of those contracts. Credit 

17 rating agencies also impute debt on the Company's firm purchased power 

18 contract in order to capture the risks associated with these obligations. 

19 There is also uncertainty as to whether credit rafing agencies may change 

20 their assessment of imputed debt. 

21 3) Compliance with Environmental Laws and Regulalion 

22 The eleciric industry faces increasingly stringent environmental laws 

23 and regulations which regulate the operation and modification of existing 

24 facilities, the construction and operation of new facilities, and the proper 

10 For example: Emerging Issues Task Force Issue No. 01-8. "Determining Whether an Arrangement 
Contains a Lease" and Financial Accounting Standards Board Interpretation No. 46 "Consolidation of 
Variable Interest Entities, an interpretation of Accounling Research Bulletin No. 51" 
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1 cleanup and disposal of hazardous waste and toxic substances. The 

2 Company is al risk for the direct cost of compliance as well as the economic 

3 consequences of any impact on operafions. 

4 4) Competitive Bidding Proceeding 

5 This proceeding was to evaluate compeufive bidding as a mechanism 

6 for acquiring or building new generafion capacity in Hawaii. On December 

7 8. 2006, the Commission issued a D&O in this proceeding (D&O No. 

8 23121, Docket No. 03-0372) which included a framework to govern 

9 competitive bidding. The Company cannot currently predict the ultimate 

10 effect of this proceeding on the ability of the electric utilities to acquire or 

11 build additional generating capacity in the future and the associated risks 

12 and impact on the Company's cost of capital. 

13 4. COMPETITIVENESS 

14 Although competition in the generation sector in Hawaii has been 

15 moderated by the scarcity of generation sites, various permitfing processes 

16 and lack of interconnection to olher electric utilifies, MECO faces 

17 competition from IPPs and customer self-generation, with or wiihoui 

18 cogeneration. 

19 1) Bypass Risk — Distributed Generation ("DG"). Self-Generalion 

20 Customers today have more access lo alternative energy sources (i.e. 

21 self-generation, di.stribuled generafion), which are causes for concern for the 

22 Company. 

23 The Commission conducted a DG proceeding to determine DG's 

24 potential benefits to and impact on Hawaii's electric distribution systems 

25 and markets and lo develop policies and a framework for DG projects 

26 deployed in Hawaii. On January 27, 2006, the Commission issued its D&O 
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1 in the DG proceeding (D&O No. 22248, Dockel No. 03-0371) indicafing 

2 that ils policy is to promote the development of a market structure that 

3 assures DG is available al the lowest feasible cost, DG that is economical 

4 and reliable has an opportunity to come to fruition and DG that is nol cost-

5 effeciive does not enter the system. The D&O affirmed the Company's 

6 ability to procure and operate DG for utility purposes at utility sites, and 

7 also indicated the Commission's desire to promote the development of a 

8 competitive market for customer-sited DG. 

9 As these technologies become more economically attractive for 

10 customers, the customers may reduce their reliance on, and in some cases 

11 may disconnect from, the system, which could put the Company at risk of 

12 lost revenues and possible stranded assets. 

13 5. MANAGEMENT 

14 Evaluating management is of paramount importance to the creditors' 

15 analysis because management decisions affect all areas of a company's 

16 operalions and financial health. 

17 1) Commitment to Credit Oualitv 

18 The Company recognizes that creditors' assessment of management 

19 has an impact on the Company's credit rating. Thus management is 

20 committed to maintaining credit quality and strives lo keep the financial 

21 community abreast of the Company's goals, objectives, and strategies at its 

22 meetings with the rafing agencies. 

23 Q. Have the Company's business risks changed since its last rate case? 

24 A. Yes. Since the Company's last rate case (Docket No. 97-0346, 1999 Test Year), 

25 the Company's business risks have increa.sed as it faces more risk and uncertainty 

26 as a result of the new legislative Act 162, the utility industry restructuring, the 
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1 scrutiny of and by credit rating agencies, and the changes in accounting for 

2 pension and OPEB plans, which will be further discussed in my testimony. 

3 Act 162: Energv Cost Adiustment Clause 

4 Q. Has there been any change in investor concerns relating to the Company's fuel 

5 and purchased power expenses? 

6 A. Yes. As I mentioned previously, for many years the Company has been allowed 

7 the use of an ECAC. The ECAC allows MECO to automatically increase or 

8 decrease rales lo reflect changes in the Company's costs of fuel and purchased 

9 energy above or below the expense levels included in base charges, without a rate 

10 proceeding. In 2006, new legislation" required that the Commission evaluate the 

11 continued use of ECAC in each rate proceeding in which it was requested by the 

12 Company. Our investors are cleariy concerned by the legislative aciion. In ils 

13 credit assessment of MECO's parent company, HECO'^, dated November 22, 

14 2006' \ S&P slated in part: 

15 "Of some concem is Hawaii's Act 162, a new law which 
16 appears to confinn, in light of the state legislature's interest in 
17 promoting renewable energy, the PUC's ability to authorize the 
18 uulity's fuel adjustment clause. Although no parties to the rate case 
19 seem lo oppose the continuation of the clause, a material change lo 
20 fuel-adjustment mechanism would harm the company's financial 
21 condition and detract from its cunently satisfactory business profile." 

22 Q. Please briefly describe the Company's existing ECAC mechanism. 

23 A. The ECAC is an automatic adjustment provision in the utility's rate schedules that 

24 allows the utility (through the application of the "ECA factor") to automatically 

25 increase or decrease charges to reflect the change in the Company's costs of fuel 

26 and purchased energy above or below the levels included in the base charges 

'' Act 162 was passed by the State Legislature in the 2006 Legislative Session and signed into law by the 
Governor on June 2, 2006. 
'" See pages 7-8 of this testimony for discussion of the relationship of MECO and HECO credit ratings. 
'̂  See .S&P Ratings Direct filed as Exhibit MECO-1712. 
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1 without a rale proceeding. A rate case proceeding determines the base electricity 

2 rates into which are embedded test year levels of fuel prices, payment rates for 

3 purchased energy and a test year resource mix. The ECAC mechanism, expressed 

4 in cents per kilowatt-hour, allows the Company to recover/return cosls due lo 

5 subsequent changes in (1) fuel and purchased energy cosls, (2) the resource mix 

6 between utility-owned generafion, utility-DG and purchased energy, (3) the 

7 resource mix among the utility plants, and (4) the resource mix among purchased 

8 energy producers. A rate proceeding also establishes a fixed efficiency factor, or 

9 sales heat rate, for the utility central station generation, which provides an 

10 incentive to operate the units as efficiently as possible. The ECA factor is filed 

11 with the Commission monthly and sets the rate adjustment for the subsequent 

12 month. See Mr. Hee's discussion in MECO T-19. 

13 Q. Please describe the investor perspective of the Company's exisfing ECAC 

14 mechanism. 

15 A. MECO's investors view the Company's existing ECAC mechanism very 

16 favorably because it significantly reduces the Company's business risks. 

17 Dependence on imported fuel oil and the associated fuel price fiuctuafion are 

18 significanl risks to the Company. The monthly revenue adjustment for fuel and 

19 purchased energy price changes results in timely recovery of fuel oil and 

20 purchased energy costs which significantly reduces the business risk profile. 

21 Thus, the existing ECAC has a positive credit quality impact. 

22 In ils credit assessment of HECO, S&P has in the past cited "an excellent 

23 fuel adjustment clause" as strengthening credit quality in pan offsetting "reliance 

24 on fuel oil", "significanl purcha.sed power obligafions", and "high prices" which 

25 weaken credit quality. 

26 Q. Are there olher investor risks associated with fuel and purchased power? 
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1 A. Yes. As noted eariier in my testimony, the Company has purchased power 

2 obligations which are considered in evaluafions of our credit. The reliance on 

3 purchased power creates debt-like obligafions which are of concern to investors. I 

4 discuss the impact of purchased power on our credit quality in greater detail later 

5 in my testimony. 

6 Second, the Company is exposed to financial variability due to changes in 

7 fuel efficiency. In a rate case proceeding, fuel expense is established based on 

8 fuel efficiency factors which are embedded in base electric rates. Mr. Sakuda 

9 provides a complete description of the fuel efficiency factor calculation in MECO 

10 T-4. When actual heat rates are lower (better) than the heat rates embedded in 

11 base rates, fuel expense is lower and returns to shareholders are higher. When 

12 actual heat rates are higher (worse) than the heat rates embedded in base rates, 

13 fuel expense is higher and retums to shareholders are lower. This gives 

14 manageinent inceniive to optimize the generation dispatch and to maintain and 

15 operate the Company-owned generafion to maximize fuel efficiency. 

16 Finally, the Company bears the costs or enjoys the benefits from cost 

17 savings resulting from changes in thecanying cosls of fuel inventory. The cost of 

18 fuel inventory fluctuates as fuel prices fluctuate. Higher fuel prices result in 

19 higher inventory cosl and higher costs of carrying inventory which reduces returns 

20 to shareholders. Conversely, lower fuel prices result in lower inventory cost and 

21 lower costs of canying inventory which contribute to shareholder returns. There 

22 is not much near-term management control over these carrying costs since 

23 inventory volumes are constrained by operafional requirements and inventory 

24 price is determined by the indexed fuel prices embedded in long-term fuel 

25 purchase contracts. However, since the absolute amounts of inventory canying 
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1 costs are relatively small, this risk is nol viewed as a significant business risk from 

2 an investor's perspective. 

3 Q. How are investors currenfiy compensated for the risks that they take relating to 

4 fuel? 

5 A. In general, investors are not specifically compensated for the risks they take 

6 relating lo fuel. Although dependence on imported fuel oil increases business 

7 risks, the existing ECAC mechanism significantly miugates this risk. The risks 

8 associated with changes in the fuel inventory carrying costs are generally nol 

9 significant from an investor's perspective and investors do earn a return on the 

10 fuel inventory included in rale base. 

11 Q. What provisions of Acl 162 address the ECAC? 

12 A. Acl 162 includes the following provisions which were codified in Section 269-16 

13 of the Hawaii Revised Statutes; 
14 
15 Any automatic fuel rate adjustment clause requested by a public 
16 ufility in an application filed with the commission shall be designed, 
17 as determined in the commission's discretion, to: 
18 (1) Fairly share the risk of fuel cosl changes between the public 
19 utility and its customers; 
20 (2) Provide the public utility with sufficient incenfive lo 
21 rea.sonably manage or lower its fuel costs and encourage 
22 greater use of renewable energy; 
23 (3) Allow the public utility to mitigate the risk of sudden or 
24 frequent fuel cost changes that cannot otherwise reasonably be 
25 mitigated through other commercially available means, such as 
26 through fuel hedging contracts; 
27 (4) Preserve, to the extent reasonably possible, the public utility's 
28 financial integrity; and 
29 (5) Minimize, lo the extent reasonably possible, the public utility's 
30 need to apply for frequent applications for general rate 
31 increases to account for the changes to its fuel costs. 

32 Q. Does the design of the currenl ECAC mechanism meet the requirements of Acl 

33 162? 

34 A. Yes. As discussed by Mr. Hee (MECO T-19), MECO's current ECAC 

35 mechanism does meet the requirements of Act 162. In the following secfion, I 
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1 will elaborate on certain provisions of Acl 162 relating to the impact of ECAC on 

2 investors. 

3 Q. Does the design of the cunent ECAC mechanism "fairiy share the risk of fuel cost 

4 changes between the public uliliiy and its customers"''*? 

5 A. Yes. As discussed by Dr. Jeff Makholm in HELCO ST-23, Dockel No. 05-0315 

6 (and Mr. Hee in MECO T-19), fuel cost changes include fuel price changes and 

7 fuel efficiency changes. Under the existing ECAC, customers generally bear the 

8 risk of fuel price changes and shareholders generally bear the risk of fuel 

9 efficiency changes. Customers pay less when actual fuel prices decline, and 

10 customers pay more when actual fuel prices escalate. In establishing a fair rate of 

11 return on equity, the Company's cunent ECAC is assumed lo continue (see Dr. 

12 Morin's discussion in MECO T-16). The concept that shareholders do not make 

13 any profit from fuel price changes is therefore embedded in the reiurn on equity 

14 recommendation. This is "fair" because shareholders do not require compensation 

15 for risks that they do not bear. 

16 Q. How is it "fair" that customers bear neariy all the risks and shareholders take 

17 minimal risks associated with fuel price changes? 

18 A. It is "fair" because the required rate of return on common equity is relatively 

19 lower due to the fact that shareholders lake minimal risks associated with fuel 

20 price changes. As a result, customers benefit by having lower eleciric rates that 

21 are based on the relatively lower rale of reiurn on common equity. 

22 Q. If customers pay less when actual fuel prices decline, why does the ECAC 

23 revenue have a recent history of being positive (i.e., customers pay more than base 

24 rates)? 

Hawaii Revised Statutes ("HRS") Seclion 269-16(g)(l). 
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1 A. The fuel oil prices used to establish base rales sel the "base" in determining 

2 whether ECAC is positive or negative. Since under the current ECAC customers 

3 will bear nearly all the costs associated with fuel price changes, it does nol matter 

4 what portion of the fuel cost is reflected in base rates and what portion gets 

5 reflected in ECAC. in MECO's 1999 Test Year Rate Case (Dockel No. 97-0346), 

6 the Company and the Consumer Advocate were able to agree on fuel price 

7 estimates, since the ECAC will adjust revenues to reflect the actual cost of fuel. 

8 Also, currently, fuel price is not a driver for determining when a rate case is 

9 needed. If base rates are set at a time when fuel prices are relatively low, the 

10 ECAC will be positive when fuel prices rise. Conversely, if base rates are set at a 

11 time when fuel prices are relatively high, the ECAC will be negative when fuel 

12 prices drop. 

13 Q. Does the design of the cunent ECAC mechanism "preserve, lo the extent 

14 reasonable possible, the public utility's financial integrity" ? 

15 A. Yes. The cunent ECAC mechanism is a strength in HECO's business risk profile 

16 and contributes lo MECO and HECO's financial integrity. The monthly 

17 adjustment of the existing ECAC also minimizes the recovery time period, further 

18 reducing investor uncertainty with respect to recovery of fuel costs. 

19 As I mentioned eariier, S&P has often cited the existing ECAC mechanism 

20 as a strength in HECO's credit quality assessment. Conversely, the potential to 

21 change the existing ECAC has raised concerns with the rating agencies as noted in 

22 S&P's credit assessment of HECO dated November 22, 2006 in Exhibit MECO-

23 1712. 

I,S HRS Section 269-16(g)(4). 
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1 Q. Does the design of the current ECAC mechanism "minimize, lo the extent 

2 reasonably possible, the public utility's need lo apply for frequent applications for 

3 general rate increases to account for the changes to its fuel cosls"'^? 

4 A. Yes. The cunent ECAC design virtually eliininates fuel price changes as a 

5 consideration as to when a rale case is necessary. 

6 Q. Are there any allernafives to changing the existing ECAC mechanism if the 

7 objecUve is to "smooth" the impact of fuel price changes on electricity bills? 

8 A. Confinuafion of the existing ECAC is essential to maintaining the financial 

9 integrity of the Company; however, the Company recognizes that volatile fuel 

10 prices negatively impact our customers and therefore will consider other ineans of 

11 smoothing the impact of the fuel price changes on customers. Dr. Makholm 

12 discusses budgel billing and fixed rate billing mechanisms in HELCO ST-23, 

13 Docket No. 05-0315. 

14 Q. Has the Company considered implementing a fuel price hedging program? 

15 A. Yes. The Company retained the consulfing services of National Economic 

16 Research Associates, Inc. ("NERA") to evaluate the issues associated with 

17 implementing a fuel price hedging program. NERA's findings relafing lo hedging 

18 options are summarized by Mr. Eugene Meehan in HELCO ST-24, Docket No. 

19 05-0315. 

20 Q. Does the Company propose lo implement a fuel price hedging program? 

21 A. No. The Company is nol proposing to implement a fuel price hedging program at 

22 this fime. Mr. Meehan details the numerous considerations that must be addressed 

23 before a fuel hedging program can be implemented. As Mr. Hee indicates in 

24 MECO T-19, the Company will be exploring budget billing and fixed rate billing 

25 options to address rate sinoolhing. 

"̂  HRS Section 269-l6(g)(5). 
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1 Q. What would be necessary if any new or modified fuel cost recovery mechanism is 

2 implemented in order to "fairly share the risk of fuel cost changes between the 

3 public utility and its customers" and to "preserve, to the extent reasonably 

4 possible, the public utility's financial integrity"? 

5 A. Any new or modified fuel cost recovery mechanism that results in increasing 

6 investors' risks associated with fuel and/or purchased energy would require an 

7 increase in investor compensation through a higher cost of capital for bearing the 

8 increased risks. Customers would ultimately bear the higher cosls for this 

9 increase in cost of capital. See Dr. Morin's discussion in MECO T-16. 

10 Q. What are your conclusions with respect to the ECAC? 

11 A. The existing ECAC is a significant rate adjusting mechanism that helps MECO 

12 and HECO maintain their cunent standing with investors. Fuel and purchased 

13 power costs are a significant portion of MECO's expenses and therefore have 

14 tremendous potential financial impact. Il is essenfial that the potential creditor 

15 and investor implications of any change to the ECAC be carefully and thoroughly 

16 considered before implementation. 

17 Utility Industry Restructuring 

18 Q. How has the utility industry changed? 

19 A. Deregulation of the electric utility business was implemented in a substantial 

20 number of states in the lale 1990's. The impact of deregulation was very different 

21 in different states. Perhaps the most obvious failure was that of California with its 

22 energy shortfalls and the financial deterioration of ils two largest electric utilities: 

23 the bankruptcy of Pacific Gas and Electric and near insolvency of Southern 

24 California Edison. 

25 Based on S&P data shown below, beginning in 2000 and through 2003, the 

26 industry saw widespread financial deterioration and fightening of the capital 
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1 markets. In 2004 and 2005, while more balanced than in previous years, there 

2 continued lo be more downgrades than upgrades. For 2006, there were twenty-

3 one upgrades versus twenty downgrades, in stark contrast to the trend in previous 

4 years when rating downgrades outpaced upgrades. Although rating upgrades 

5 appear to be rebounding, by looking at the total downgrades vs. upgrades over the 

6 period from 2000 to 2006, it appears that Company ratings are sfill nol where they 

7 were prior to 2000. 

8 Standard & Poor's Rating Changes 

9 Year Downgrade Upgrade Total % Downgrade % Upgrade 
10 2000 65 20 85 76 24 
11 2001 81 29 110 74 26 
12 2002 182 15 197 92 8 
13 2003 139 8 147 95 5 
14 2004 33 18 51 65 35 
15 2005 46 36 82 56 44 
16 2006 20 21 41 49 51 

17 Q. How has the change in the industry impacted MECO? 

18 A. Although MECO did nol face the "deregulated" environment that much of the 

19 mainland does, the fact that a utility declared bankruptcy changed investors' 

20 perception of risk for investor-owned electric utilities and caused much greater 

21 and closer scrutiny of the utility regulatory environment. Changes in the 

22 regulatory environment, such as those inherent in the RPS law, the increased 

23 reliance on DSM (but with changes in DSM market structure, cost recovery, and 

24 incenfive mechanisms), and the competitive bidding requirement for new 

25 generation, could significantly impact MECO's financial performance. 

26 Throughout the industry, there is increased awareness that historical 

27 regulatory stability does not assure current and future regulatory stability. 

'̂  See S&P articles "U.S. Utility Downside Rating Actions Moderated Significantly in 2004" and "Pace of 
U.S. Utility Rating Actions Picked Up in 2005; Downgrades Dominate" filed on May 5. 2006 in Docket 
No. 05-0315 (HELCO 2006 TY Rale Case). Exhibit HELCO-1811 and HELCO-1812; and "Industry 
Report Card: Despite Demands for Increased Capital Spending, U.S. Utility Ratings Should Remain 
Stable" in MECO-1713. 
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1 Investors are increasingly sensitive to the risk associated with changes in the way 

2 ufilifies are regulated. Investors want confidence that the regulators' decisions 

3 will be consistent and fair. 

4 Scrutiny of and by Credit Rating Agencies 

5 Q. How did the increased scrutiny of credit rating agencies impact MECO? 

6 A. Increased scrufiny of credit rating agencies prompted the credit rating agencies to 

7 reassess how they delermine credit ratings. Some examples of what MECO saw 

8 as changes at the credit rating agencies included: addifional assessments of 

9 financial arrangements, renewed focus on established criteria for qualitative and 

10 quantitative measures used to establish credit ratings, and more stringent 

11 adherence to the range of values used in quantified measures. 

12 Q. What was involved in the assessment of financial anangemenls? 

13 A. Moody's asked the Company to provide a listing of any "rating triggers" 

14 contained in any contract or anangement and copies of HECO's line of credit 

15 agreements. S&P requested liquidity information and requested responses to 

16 another survey regarding rafing triggers, which need to be updated annually. 

17 Q. What are some examples of renewed focus on established criteria? 

18 A. As cited in HECO's 2005 Test Year Rate Case (Docket No. 04-0113, T-21 filed 

19 on November 12,2004), in May 2003, S&P published an update of its 

20 methodology for evaluating PPAs entitled "'Buy Versus Build': Debl Aspects of 

21 Purchased-Power Agreements" (see Docket No. 04-0113, Exhibit HECO-2111, 

22 pages 1 to 5), and in 2004. S&P published new guidelines for business risk 

23 assessments entitled "New Business Profile Scores Assigned for U.S. Utility and 

24 Power Companies; Financial Guidelines Revised" (see Docket No. 04-01 13, 

IK A "rating trigger" is when a contract or arrangement includes a provision Ihat is iriggered by a certain 
lype of credit rating change. 
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1 Exhibit HECO-2112, pages 1 to 19). In addition, in 2006, S&P reemphasized 

2 their key credit factors in the publication entitled "Key Credit Factors: Assessing 

3 U.S. Vertically Integrated Ufilifies' Business Risk Drivers" (see Exhibit MECO-

4 1708) and requested comments regarding its methodology for imputing debt to 

5 purchased power obligations involving utility companies (see Exhibit MECO-

6 1714). 

7 Q. Please provide an example of more stringent adherence lo guidelines. 

8 A. S&P required companies to maintain financial rafios wiihin stated criteria. 

9 SFAS 158 - Pensions and Other Postretirement Benefits 

10 Q. What is SFAS 158? 

11 A. Statementof Financial Accounling Standards No. 158 ("SFAS 158"), 

12 "Employers' Accounting for Defined Benefit Pension and Other Postrefirement 

13 Plans, an amendment of FASB Statements No. 87, 88, 106, and I32(R)", isa 

14 recently-issued accounting guidance. SFAS 158 changes the financial statement 

15 reporfing requirements for defined benefit pension plans and postretirement 

16 benefits other than pensions ("OPEB"). As discussed by Mr. Matsunaga in 

17 MECO T-9, SFAS 158 requires the Company to (1) recognize on its balance 

18 sheet, the overfunded or underfunded status of its defined benefit pension plan 

19 (based on the difference between the fair value of the plan assets and the projected 

20 benefit obligation ("PBO")) and OPEB plan (based on the difference between the 

21 fair value of the plan assets and the accumulated postretirement benefit 

22 obligation("APBO")), (2) recognize as a component of accumulated other 

23 comprehensive income ("AOCI"), net of lax, the actuarial gains and losses and the 

24 prior service costs and credits that arise during the period but are not recognized 

25 as components of nel periodic pension cosls and net periodic benefit costs, and (3) 

26 other provisions. 
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1 Q. How has SFAS 158 impacted MECO? 

2 A. As explained by Mr. Lyle Matsunaga in MECO T-9, the Company's pension and 

3 OPEB plans were underfunded as of December 31, 2006 due to the fair value of 

4 these plans being less than the PBO and APBO al that time. For financial 

5 statement purposes, as of December 31, 2006, MECO: (1) recognized a pension 

6 liability and OPEB liability; (2) reversed the existing prepaid pension asset on the 

7 balance sheet and, (3) reflected charges to AOCI for pension and OPEB as an 

8 offset to equity. Mr. Matsunaga describes the impact of SFAS 158 in MECO T-9. 

9 Q. How was the funded status of the Company's benefit plans viewed by investors 

10 prior to the issuance of SFAS 158? 

11 A. Information regarding the funding status of the pension and OPEB plans has been 

12 disclosed to investors since the implementation of SFAS 87, "Employers' 

13 Accounfing for Pensions" (issued in December 1985) and SFAS 106 "Employers' 

14 Accounting for Postretirement Benefits Olher Than Pensions" (issued in 

15 December 1990). Prior to the issuance of SFAS 158, S&P indicated in published 

16 industry guidance that it made the adjustments to amounts reported in financial 

17 reports to reflect the funded status of pension plans.' However, in the past, the 

18 Companies did not see any documentation that S&P applied these adjustments to 

19 the balances reported in HECO's consolidated financial statements in its analysis 

20 of HECO's financial rafios. Although the Companies did not specifically address 

21 this issue with S&P, il appeared that past regulatory orders supporting the 

22 recoverability of pension costs gave S&P sufficient comfort that pension costs are 

23 ulfimately recoverable in the Companies' respective rates and therefore S&P did 

S&P article. "No Major Shifts in U.S. Utilities' Pension Funding Status", dated June 12, 2006 (see 
exhibit MECO-1715) 
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1 not feel that it was necessary to adjust amounts reported on the balance sheet to 

2 reflect the underfunded status of the Companies' pension plan. 

3 Q. How have other utilities treated pension and/or OPEB underfunding for financial 

4 statement purposes? 

5 A. Many ufilities have recorded regulatory assets for pension amounts that would 

6 have been charged to AOCI under SFAS 87 . I expect that many more utilities 

7 face potential AOCI charges for pension and OPEB under the changes in 

8 accounfing resulfing from the issuance of SFAS 158. This is because SFAS 158 

9 uses a higher measure of pension liability and added the requirement to record 

10 AOCI charges for OPEB funding shortfalls. Because SFAS 158 applies to 

11 financial stalemenls as of December 31, 2006 (at the eariiesl), financial statements 

12 which adopt SFAS 158 are not yet available. The recordation of a regulatory asset 

13 can be based on a specific order by a regulatory commission or can be based on 

14 management's assessment of the probability of fulure cosl recovery of that asset. 

15 Further, I am aware that one of the large audit firms (that audits many electric 

16 utilities) has advised its clients that if they have in the past gotten recovery in rates 

17 of pension costs in accordance with SFAS 87 and OPEB cost in accordance with 

18 SFAS 106, the history of regulatory support is sufficient basis to establish a 

19 regulatory asset and reverse the AOCI charge . Since many electric ufilities have 

20 gotten recovery of pension cost in accordance with SFAS 87 and OPEB costs in 

21 accordance with SFAS 106,1 expect many ufilifies will record regulatory assets 

22 for the amounts which would otherwise be charged to AOCI. 

•'* See listing of utilities that received Commission approval of regulatory asset treatment for the portion 
of the minimum pension liability charged to AOCI in Docket No. 05-0310. Application filed December 8, 
2005, footnote 11 on page 14 and Ihe Companies' response lo CA-IR-4. There were no charges to AOCI 
for OPEB under SFAS 106. 
-' See exhibit MECO-1716. 
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1 Q. Whal would constitute "recovery in rates of pension costs in accordance with 

2 SFAS 87 and OPEB costs in accordance with SFAS 106"? 

3 A. This would mean recovery through rates of the Company's pension expense (i.e., 

4 net periodic pension costs or "NPPC") and OPEB expense (i.e., net periodic 

5 benefits costs or "NPBC"). 

6 Q. Has the Commission approved the recovery of the NPPC and the NPBC by 

7 MECO and ils affiliates. 

8 A. Yes. As discussed by Ms. Julie Price in MECO T-10, the Commission has 

9 approved the recovery of the NPPC and NPBC in numerous prior proceedings. 

10 Q. Please discuss the impact of the charge lo AOCI on the Company's financial 

11 ratios and the credit rating agencies' evaluation of the Company. 

12 A. The recognition of a pension liability and charge lo AOCI, results in an increase in 

13 liabilities and decrease in equity. We are uncertain as to how the credit rating 

14 agencies will view these changes. Based on my discussions with one of the rating 

15 agencies, my expectafion is that if the Company is allowed a return on the pension 

16 asset in rale base and is allowed to restore equity for the AOCI for ratemaking 

17 purposes, there may be no impact on the way we are viewed by the credit rating 

18 agencies. 

19 If, however, the Company is not allowed a return on the pension asset in rale 

20 base or is not allowed to restore equity for the AOCI for ratemaking purposes, 

21 these changes would likely negatively impact the tolal debt/total capital and funds 

22 from operations interest coverage ratios. If the Company is denied its proposed 

23 ratemaking treatment, it is likely that the credit rating agencies would include the 

24 minimum liability in the debt component in their calculation of lotal debt/total 

25 capital. Such treatment would be consistent with their published methodology 

26 based on pre-SFAS 158 financial stalemenls. An increase in debt will increase the 
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1 total debtytotal capital ratio. Addifionally, if the Company is denied either aspect 

2 of regulatory support, il would result in lower operating income. Further, this 

3 regulatory treatment would presumably be applied to HECO and HELCO, which 

4 would also result in lower operafing income at HECO and HELCO. The 

5 consolidated impact of this lack of regulatory support would result in credit 

6 quality degradation. Credit quality degradation would result in a relatively higher 

7 cost of debt. Lower operating income and higher interest costs would lower the 

8 funds from operations interest coverage ratio. 

9 Q. How have the credit rating agencies reacted lo the financial statement recognition 

10 of AOCI charges for the financial statements as of December 31, 2006? 

11 A. Upon the Commission's decision in the AOCI docket, HECO filed a Form 8K 

12 with the Securiiies and Exchange Commission explaining the decision . I 

13 received a call from one of the rafing agencies. 1 explained that the decision in the 

14 AOCI docket did not address the ratemaking treatment of the benefit plans. The 

15 primary concern of the credit rafing agency is clearly the ratemaking treatment of 

16 the pension or OPEB underfunding. If the Company has regulatory decisions that 

17 support a retum on the pension asset and recovery of pension and OPEB cosls 

18 based on SFAS 87 and 106, respectively, 1 expect that this credit rafing agency 

19 would nol make any risk adjustment for this issue. 

20 Q. How does MECO propose to treat the AOCI charges for ratemaking purposes? 

21 A. For ratemaking purposes, MECO proposes to restore book equity for the AOCI 

22 charges in determining the equity balance for ratemaking purposes. I discuss this 

23 further later in my testimony. The AOCI charges relafing to the qualified pension 

24 plan and the OPEB plans (excluding the execuiive life porfion) are included in the 

25 reconciliation of pension and OPEB balances in determining rate base. The 

-- Form 8-K dated January 26.2007 (.see exhibit MECO-1717). 



MECO T-17 
DOCKET NO. 2006-0387 
PAGE 32 OF 32 

1 pension asset, which is comprised of the cumulative pension contribufions net of 

2 the cumulative pension cost recognized, is equal to the pension AOCI charge nel 

3 of the pension liability. The OPEB amount of zero in rate base is comprised of 

4 the cumulafive OPEB contribufions nel of the cumulative OPEB cosls recognized, 

5 which is equal lo the OPEB AOCI charge and regulatory asset net of the OPEB 

6 liabilities. Mr. Matsunaga provides the details of the pension and OPEB rate base 

7 amounts in MECO T-9. The AOCI charges relating to the non-qualified pension 

8 plan and the execufive life portion of OPEB are not included in rate base because 

9 the costs associated with these plans have been disallowed for ratemaking 

10 purposes in previous rate cases and are not included for ratemaking purposes in 

11 this case, although the Company continues to reserve the righl lo raise the issue of 

12 cosl recovery for these items in future rate cases. 

13 Q. How important is the rate base treatment of the pension asset lo investors? 

14 A. Rate base treatment of the pension asset is extremely important lo investors as it 

15 allows investors the opportunity to eam on invested funds. Note that the net of the 

16 pension liability and the pension AOCI charge is exactly the same as the prepaid 

17 pension asset that would exist if the recognifion of a pension liability was not 

18 required. The key point is that cumulative pension fund contribufions have 

19 exceeded cumulative pension cost recognized and the net cumulafive difference 

20 between the contributions and costs must be recognized in rate base for investors 

21 and ratepayers to be treated equitably. 

22 Q. Are you aware of any recent ratemaking actions direcfiy relating to treatmenl of 

23 pensions? 

24 A. Yes. In July 2006, the Illinois Commerce Commission issued an order in 

25 Commonwealth Edison Company's ("ComEd") electric delivery rate increase 
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1 request." A disallowance of an $854 million pension asset from rale base, which 

2 was an infusion from ComEd's parent, Exelon Corporafion, was a significant 

3 mling in that order. 

4 Q. How did the investment community react to this ratemaking action? 

5 A. The day following the order, Moody's downgraded ComEd's unsecured debl. 

6 S&P also subsequently downgraded ComEd. Although I cannot speak 

7 definifively to the connecfion between the pension ratemaking actions and the 

8 credit rafing actions, it appears that the pension asset disallowance contributed 

9 negatively lo the credit assessment of ComEd. 

10 Q. Please summarize the investor concerns relating to pensions. 

11 A. The key investor concerns in MECO's case are: recovery of current benefit costs; 

12 mechanism for recovery of fulure benefit cosls; return on any net investor-

13 provided funds (or reduction in rale base for any non-investor provided funds); 

14 rate of return on equity which takes into consideration the business risk of benefit 

15 cost recovery; and restored equity balances to reverse the AOCI charge. To the 

16 extent that regulatory treatment of benefit costs changes the business risk profile 

17 of the Company, it may impact the equity return expectafions of the investor. 

18 Summary of Business Risks 

19 Q. How do MECO's business risks impact its capital structure? 

20 A. Increased business risks have increased the pressure to reduce financial risk in 

21 order to maintain the Company's credit rating. Since MECO cannot control much 

22 of the business risk it faces, MECO musl be resolute in controlling its financial 

23 risk. The primary means of reducing its financial risk is by increasing or, at 

24 minimum, maintaining the proportion of equity in ils capital structure. 

Illinois Commerce Commission Order dated July 26, 2006 in Docket No. 05-0597. 
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1 Financial Risk 

2 Q. What do rating agencies consider in evaluating financial risk? 

3 A. Financial risk considerations include financial characterisfics, financial policy, 

4 profitability, capital structure, cash flow protecfion and financial flexibility. 

5 Q. How do rating agencies measure financial risk? 

6 A. To assess the financial risk of a company, the rating agencies examine a nuinber 

7 of measures, including the following^'': 

8 1) Funds from operations/interest coverage - measure of ability to pay interest 

9 from operafions. 

10 2) Funds from operation.s/total debl - measure of ability to pay total debt from 

11 operations. 

12 3) Tolal debt to total capital - measure of the financial leverage used by the 

13 company. 

14 Q. What are MECO's projected ratios for the lest year? 

15 A. MECO's projected ratios are provided on MECO-1718. 

16 Q. What are the implications of the projecled rafios? 

17 A. A comparison of MECO's projected ratios to the financial guidelines applicable to 

18 MECO is shown on MECO-1718. Based on a cunent business profile assignment 

19 of "5", withoui rate relief: 

20 • the funds from operations/interest coverage ratio is indicative of an AA rating 

21 (5.0 in AA range of 4.5-5.5), 

22 • the funds from operations/total debl rafio is indicafive of an A rating (24 in A 

23 range of 22-30) and 

•"* See Standard & Poors "New Business Profile Scores Assigned for U.S. Utility and Power Companies; 
Financial Guidelines Revised" dated June 2, 2004 in Docket No. 04-0113 (HECO 2005 TY Rate Case), 
Exhibit 2112. pages 1 to 19 filed on November 12,2004. 
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1 • the lolal debtytotal capital ratio is indicative of an A rating (47 in A range of 

2 50-42). 

3 With rale relief: 

4 • the funds from operations/interest coverage ratio is indicative of an AA rating 

5 (6.0 in AA range of 4.5-5.5), 

6 • the funds from operations/total debt ratio is indicafive of an A rating (30 in A 

7 range of 22-30) and 

8 " n o change to the total debt/total capital rafio which is indicative of an A rating 

9 (47 in A range of 50-42). 

10 Q. How does the Company's capital structure affect its financial risk? 

11 A. Companies that have more debt (less equity) are deemed to have higher financial 

12 risk than companies that have less debt (more equity). 

13 Q. What adjustments to debt amounts reported on the Company's financial 

14 statements do credit rafing agencies make? 

15 A. S&P has indicated that they make adjustments in two areas: 

16 1) Imputed debt for PPAs and operafing leases 

17 The credit rating agencies have determined that certain obligations of the 

18 Company that are not reported as liabilities on the Company's balance sheet 

19 should be reflected as debt in the ratios used to evaluate the Company's risk 

20 profile. In order to capture the risks associated with these obligafions, the 

21 credit rating agencies calculate "imputed debl." In MECO's case, the credit 

22 rating agencies impute debt for the HC&S firm capacity PPA and long-term 

23 operating lease obligations. 

24 2) Equity credit for hvbrid securities 
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1 Hybrid securifies have certain features that are equity-like. In calculafing 

2 rafios, S&P treats hybrids as debt, bul gives some equity credit for the 

3 hybrids. The equity aspects of the hybrids decline over fime. 

4 Q. Why is it important for the Company to establish and maintain a sound capital 

5 stmcture? 

6 A. Whereas the Company has litUe control over many of the business risks it faces, 

7 the capital structure impact on financial risk is a risk that the Company can largely 

8 control. 

9 Q. What is the Company's targel capital structure ratio? 

10 A. The Company hopes to manage its capital structure to maintain a ratio of common 

11 equity (excluding the AOCI charge) to lotal capitalization of about 54% for book 

12 purposes. 

13 Q. How did the Company establish ils capital structure target? 

14 A. The capital structure target was established to al least maintain MECO's existing 

15 credit ratings. MECO has ongoing discussions and periodic meetings with the 

16 credit rating agencies in order to stay informed of investor perceptions of the 

17 Company. Feedback from the rafing agencies was key in establishing these ratios. 

18 Q. How do these ratios compare to whal was allowed by the Commission in MECO's 

19 1999 test year rale case. Docket No. 97-0346? 

20 A. In D&O 16922, Docket No. 97-0346, the Commission established rates based on a 

21 capital structure of 0% short-term debt, 44.03% long-lerm debt, 5.75% hybrid 

22 securifies, 1.38% prefened slock, and 48.84% common equity. The proportion of 

23 common equity increased as MECO's business risk has increased. In response to 

24 the increase in business risk, MECO has found il necessary for the proportion of 

25 equity to increase. On several occasions over the past several years, we have 

26 received indications from the rating agencies that lower credit ratings were being 
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1 considered unless HECO was able to increase its equity in the capital structure. 

2 As a wholly-owned subsidiary of HECO, any increases in MECO's common 

3 equity results in increases to HECO's equity in the capital structure. 

4 Q. How will customers benefit from the increase in equity in MECO's capital 

5 structure? 

6 A. Maintaining credit quality will provide continued access lo the capital markets to 

7 fund capital projects in order to fulfill MECO's obligation to provide electric 

8 service. It provides continued assurance of reasonable financing rates, terms and 

9 conditions. 

10 SOURCES OF INVESTOR FUNDS 

11 Q. Whal are the Company's sources of capital funds? 

12 A. The Company has the following sources of capital funds; 

13 1) Short-Term Borrowings, 

14 2) Long-Term Borrowings, 

15 3) Hybrid Securiiies, 

16 4) Cumulative Preferred Stock, and 

17 5) Common Stock. 

18 Q. Please describe the Company's short-term bonowings. 

19 A. MECO bonows short-term from HECO, when MECO has cash needs. 

20 Q. Please describe the Company's long-lerm borrowings. 

21 A. The Company's long-lerm bonowings consist of revenue bonds issued by the 

22 State of Hawaii. The proceeds of the revenue bond issuances are loaned to 

23 MECO by the State. MECO is obligated to repay the interest and principal of the 

24 bonds. Interest income to revenue bondholders is generally nol taxable for 

25 Federal and State of Hawaii income tax purposes, therefore investors are willing 

26 to accept lower interest rates than taxable investments. Ratepayers benefit 
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1 through the lower cost source of funds, as will be more fully described later in my 

2 tesfimony when I discuss the revenue bond savings calculations. 

3 Q. Please describe the revenue bond issuance that is reflected in the Company's long-

4 term borrowings for the 2007 Test Year. 

5 A. At the time the estimates were prepared, the Company assumed it would issue $20 

6 million of revenue bonds, at a 5.50% interest rate. An amended application for 

7 the approval of the revenue bond financing was filed with the Commission on 

8 October 27, 2006, Docket No. 05-0330, and is pending approval. The long-term 

9 borrowings for 2007 may be updated later, depending on the status of the 

10 proposed financing. 

11 Q. Please describe the Company's hybrid securities. 

12 A. Hybrid securiiies have some debt-like features and some equity-like features, 

13 hence the name "hybrid". MECO's hybrid securities consist of junior 

14 subordinated deferrable interest debentures ("QUIDS"). The QUIDS are sold to 

15 trusts which exist for the purpose of issuing cumulafive quarleriy income 

16 prefened securifies ("QUIPS"). The QUIPS have features similar to the QUIDS 

17 and are sold to third parties. An illustrafion of the transaction is shown in exhibit 

18 HECO-2117 of Dockel No. 04-0113 (HECO 2005 TY Rate Case) filed on 

19 November 12, 2004. QUIDS have a lower after-tax cost than preferred stock 

20 because the periodic interest payments are deductible from taxable income, as are 

21 interest payments on traditional long-term debt. The equity-like features of the 

22 QUIDS are that they are deeply subordinated, have long maturity, and have a 

23 feature that permits the deferral of payments for a period of time. 

24 Q. Please describe the Company's cumulative preferred stock. 
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1 A. Preferred stock issuances have stated dividend rales and may have sinking fund 

2 redemption provisions. Preferred dividends must be paid before dividends to the 

3 common shareholder can be paid. 

4 Q. Please describe the Company's common equity. 

5 A. As a wholly-owned subsidiary of HECO, the Company's common equity balance 

6 consists of the funds invested by its shareholder as well as income earned by the 

7 shareholder, but not distributed to it (retained earnings). 

8 CAPITAL STRUCTURE 

9 Q. How did you esfimate the balances of each of the sources of investor funds? 

10 A. We started with the recorded balances as of December 31, 2005, then we 

11 esfimated changes in 2006 and 2007. 

12 Q. How were the changes estimated? 

13 A. The estimate of changes was derived from the sources and uses of investor funds 

14 (e.g., earnings and capital expenditures) and redempfions or new issuances of 

15 external financing. 

16 Q. How is MECO's external financing plan determined? 

17 A. The Company's external financing plan is structured to achieve the sound capital 

18 structure discussed earlier in my testimony. 

19 Short-Term Borrowing Balance 

20 Q. What is the average short-term bonowing balance for test year 2007? 

21 A. The Company estimates average short-term borrowings of $5 million. The 

22 calculation of the average balance is shown on MECO-1702. 

23 Q. How was the average annual short-term debt amount for test year 2007 computed? 

24 A. The average short-term debt amount was computed by averaging the estimated 

25 short-term debt balances at the end of 2006 and 2007. 

26 Q. How was the year-end 2006 and 2007 short-term debt balance estimated? 
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1 A. We started with the recorded short-term debt balance as of December 31, 2005. 

2 An adjustment was made for the estimated change in 2006 to come to an 

3 estimated year-end 2006 balance. The estimated year-end 2006 balance was then 

4 adjusted for esfimated changes in 2007 lo come lo an esfimated year-end 2007 

5 balance. 

6 Q. What does the negative estimated balance at year-end 2007 represent? 

7 A. The estimated negative balance at year-end 2007 represents a short-term 

8 investment of funds. 

9 Q. Why is the investment included in the calculation of average borrowings for the 

10 test year? 

11 A. The estimated balance as of December 31, 2007 is for MECO to be in a short-term 

12 investment position. Including the short-term investment balance (as a negafive 

13 short-leriTi bonowing) in calculating the average cosl of capital structure balance 

14 results in a reducfion to interest expense. In effecl, rather than including interest 

15 income in the revenue requirement calculafion, MECO has reduced interest 

16 expense. 

17 Long-Term Borrowing Balance 

18 Q. Whal is the average long-term bonowing balance for test year 2007? 

19 A. The Company estimates average long-term bonowings of $151 million in the 

20 2007 test year. The detailed list of revenue bond issuances, and other adjustments 

21 that constitute the average balance, are shown on MECO-1703. 

22 Q. How was the average annual long-term debt amount for test year 2007 computed? 

23 A. The average long-term debt amount was computed by averaging the net proceeds 

24 of long-term debt at the end of 2006 and 2007. 

25 Q. How were the year-end 2006 and 2007 net proceeds of long-lerm debt balances 

26 estimated? 
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1 A. We began with the long term debt balance as of December 31, 2005. Based on the 

2 expected financing needs of the Company, the terms of the debt currenUy 

3 outstanding and the prevailing interest rates, we anticipate that MECO would have 

4 one revenue bond issuance in 2007. An amended application for the approval to 

5 issue special purpose revenue bonds was filed with the Commission on October 

6 27, 2006 in Docket No. 05-0330. 

7 We then calculated the net proceeds as of year-end 2006 and 2007. The net 

8 proceeds are equal to the face amount, or par value, of the securities, less any 

9 unamorfized balances of: 

10 1) issuance cosls, 

11 2) issuance discounts, 

12 3) revenue bond investment differentials, and 

13 4) redemption costs. 

14 Only "drawndown amounts" are included in the calculation of net proceeds. 

15 Q. What are issuance costs? 

16 A. Issuance costs are costs incuned as a result of selling securifies. They include 

17 legal costs, insurance costs, printing costs, underwriters' fees, and other 

18 miscellaneous costs of issuing the securities, including MECO's share of the 

19 issuance cost related lo HECO's syndicated credit facility. 

20 Q. Whal is the syndicated credit facility ("SCF')? 

21 A. The SCF is a single credit agreement with a group of eight lenders that 

22 collectively aggregate $175 million in revolving commitments to lend to HECO 

23 under the single credit agreement. On August 30, 2006, HECO filed an 

24 application with the Commission for approval of the SCF for a five-year term 

25 ending March 31, 2011. Commission approval of the five-year SCF will 

26 automatically extend HECO's cunent 364-day SCF ending on March 29, 2007 
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1 (see Dockel No. 2006-0360). As such, MECO proposes to amortize the SCF 

2 issuance costs over a 5-year period (equivalent lo the 5-year lerm of the SCF 

3 agreement, subject to Commission approval). 

4 Q. Why is the SCF issuance cost included in determining the net proceeds for long-

5 lerm debt in the cost of capital calculafion? 

6 A. The SCF issuance cost relates to the cost of establishing financing for the 

7 Company. Although the SCF is maintained by HECO, it principally supports the 

8 issuance of commercial paper, which HECO may issue on behalf of MECO when 

9 MECO has cash needs. Thus, if the Commission approves the mulfi-year SCF for 

10 HECO, the credit facility will be available for HECO lo back-up its commercial 

11 paper program and borrow on behalf of MECO over the 5-year period. 

12 Q. What are issuance discounts? 

13 A. Issuing a security at a discount means that il was sold for less than its face value. 

14 Al maturity, the full face value will be paid to the bondholder. This approach is 

15 attractive to certain buyers who are willing to take the security at a lower effective 

16 interest rate in order to get the capital appreciation from the discounted price to 

17 the par value at maturity. 

18 Q. Why are bonds somefimes sold at a discount? 

19 A. Selling at a discount can sometimes reduce the effectivecost of the bonds, 

20 including the amortizafion of the issuance discount. 

21 Q. What are revenue bond investment differentials? 

22 A. The proceeds from revenue bond sales are put in a conslrucfion fund administered 

23 by a Tmstee. "Drawdowns" from the fund are made for qualified projects. The 

24 undrawn proceeds left in the construction fund are invested and earn interest 

25 income until they are needed to fund projects. At the same time, interest 

26 payments must be made lo the revenue bond holders for all of the revenue bonds. 
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1 including those bonds that provided money sfill in the conslrucfion fund. The 

2 investment differenfial is effecfively the difference between the earnings and the 

3 interest cosls of the undrawn proceeds in the construction fund. 

4 Q. What are the possible types of revenue bond investment differenfials? 

5 A. Revenue bond investment differenfials can result in any of these situations: 

6 1) "net expense", or negafive investment differential ~ interest income is less 

7 than the interest expense associated with the undrawn proceeds; 

8 2) "nel income", or positive investment differential - interest income is more 

9 than the interest expense associated with the undrawn proceeds; or 

10 3) No investment differential — nel expense equals net income. 

11 MECO-WP-1703 p. 5 shows details of the revenue bond investment differentials. 

12 Q. What are redemption cosls? 

13 A. Redemption costs are incurred as a result of redeeming securifies early (before 

14 their maturity dates) in order lo achieve cost savings by replacing existing 

15 securities with less expensive securities. When the Company redeems a security 

16 before its maturity date, it is usually required to pay lo the holder of the security 

17 ils par value plus an additional amount called a redemption premium. 

18 Redemption costs include redemption premiums and other miscellaneous costs 

19 such as legal and trustee fees. 

20 Q. What are "drawndown amounts"? 

21 A. The proceeds from revenue bond sales are put in a constmction fund administered 

22 by a Trustee. "Drawdowns" from the fund are made for qualified expenditures. 

23 "Drawndown amounts" refer lo the disbur.seinents from the fund to the Company. 

24 Q. Why are some funds left undrawn? 
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1 A. Funds are left in the construction fund when there are no qualified expenditures to 

2 support the disbursement from the fund or it is not economic to support the 

3 disbursement from the fund with a specific project due to tax consequences. 

4 Q. Why does MECO sometimes sell bonds before it needs the money? 

5 A. MECO somefimes sells the bonds before it needs the money for several reasons: 

6 1) to obtain as much low cosl lax-exempt financing as it can before possible 

7 changes in legislation curtail the availability of this form of financing; 

8 2) to secure an allocation of revenue bonds from the limited amount of revenue 

9 bond "cap" that the State of Hawaii Department of Budget and Finance 

10 receives each year; and 

11 3) to save costs; it generally costs less to do less frequent, larger sales, instead 

12 of several smaller sales. 

13 However, MECO would sell bonds only if it is projecting an eventual need for the 

14 funds. 

15 Q. Why are the net proceeds used to determine the average balance? 

16 A. We use the nel proceeds because the net amount is all the funds from those 

17 security sales that provide cash available lo be invested in assets. 

18 Hybrid Securities Balance 

19 Q. What is the average hybrid security balance for test year 2007? 

20 A. The Company esfimates average hybrid securities of $9 million. The hybrid 

21 security issuance that constitutes the average balance is shown on MECO-1704. 

22 Q. How was the average annual hybrid security amounl for lest year 2007 computed? 

23 A. The average hybrid security amount was computed by averaging the net proceeds 

24 of hybrid securiiies at the end of 2006 and 2007. 

25 Q. How were the year-end 2006 and 2007 net proceeds of hybrid security balances 

26 estimated? 
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1 A. We began with the balance as of December 31, 2005. MECO does not anticipate 

2 any redemptions or new issuances to impact the hybrid securities balance in the 

3 remainder of 2006 or in 2007. 

4 We then calculated the net proceeds as of year-end 2006 and 2007. The net 

5 proceeds for hybrid .securifies are equal lo the face amount of the QUIDS less any 

6 unamorfized balances of issuance costs and redemption costs. 

7 Preferred Slock Balance 

8 Q. What is the average preferred slock balance for test year 2007? 

9 A. The Company estimates average prefened stock of S5 million. The detailed list of 

10 prefened stock issuances and adjustments which consfitute the average balance is 

11 shown on MECO-1705. 

12 Q. How was the average annual prefened slock amount for test year 2007 computed? 

13 A. The average preferred stock amount was computed by averaging the net proceeds 

14 of preferred stock at the end of 2006 and 2007. 

15 Q. How were the year-end 2006 and 2007 net proceeds of prefened stock balances 

16 estimated? 

17 A. We began with the December 31, 2005 balances. The Company does not 

18 anticipate any new issuances or redemptions of preferred stock between the 

19 recorded year-end 2005 through 2006 and 2007. The net proceeds are equal to the 

20 face amount, or par value, of the prefened stock, less any unamorfized balances of 

21 issuance costs. The only change to the balance during that period is the 

22 amorfizafion of unamortized cosls. 

23 Common Equitv Balance 

24 Q. Whal is the average common equity balance for test year 2007? 

25 A. The Company estimates average common equity of $206 million. The calculation 

26 of the average balance is shown on MECO-1706. 
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1 Q. How was the average common equity amount for test year 2007 computed? 

2 A. The average common equity amount was computed by averaging the net proceeds 

3 of common equity for ratemaking al the end of 2006 and 2007. 

4 Q. How were the year-end 2006 and 2007 net proceeds of common equity balance 

5 esfimated? 

6 A. We began with the recorded December 31. 2005 common equity balance. The 

7 unamortized issuance cost of preferred stock was restored (added back) to the 

8 recorded common equity balance. The result is the common equity balance for 

9 ratemaking purposes as of December 31, 2005. 

10 We then reflected the activity for 2006 and 2007 for the estimated net 

11 changes in accumulated retained earnings and estimated net AOCI adjustments. 

12 This calculation is shown in MECO-1706. 

13 Restoration of Unamortized Preferred Stock Issuance Costs 

14 Q. Why is an amount of common equity equal to the unamortized preferred slock 

15 issuance costs restored to the book common equity balance (included in 

16 "Restoration" on MECO-1706)? 

17 A. For financial statement purposes, the unamorfized issuance costs of prefened 

18 stock are shown as a reducfion to common equity. For ratemaking purposes, 

19 however, they are shown as a deduction to preferred stock rather than common 

20 equity since these costs relate to preferred slock. 

21 Q. Has the Commission used this adjustment in the past in calculating the Company's 

22 common equity balance? 

23 A. Yes. In all final Decision and Orders for the Companies' recent rale cases, the 

24 Commission used this adjustment to restore common equity. 

25 Charges to Accumulated Other Comprehensive Income 

26 Q. What is AOCI? 
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1 A. Generally accepted accounfing standards prescribe that certain situations result in 

2 charges to common equity, net of income taxes, which are not reflected on the 

3 Company's income statement. These charges are made lo an equity account 

4 enfiUed "accumulated other comprehensive income." As I discussed eariier, 

5 SFAS 158 changed the criteria which trigger AOCI charges for defined-benefil 

6 pension and OPEB plans. 

7 Q. Has the Company incurred any AOCI charges to equity? 

8 A. Yes. For financial statemenl reporting purposes, the Company has incurred AOCI 

9 charges related to pension and OPEB plans as of December 31, 2006. 

10 Q. How does the Company propose to treat the AOCI charges in the cost of capital 

11 for ratemaking purposes? 

12 A. For ratemaking purposes, the Company has restored common equity for the AOCI 

13 charges. 

14 Q. Why is it proper to restore common equity for the AOCI charges for ratemaking 

15 purposes? 

16 A. Shareholders have invested funds that exclude the deduction from (or addition to) 

17 equity for financial statement purposes for AOCI and should be allowed a return 

18 on invested funds. Therefore, the ratemaking cost of capital should be based on 

19 the equity balance excluding the deduction (or addition) for AOCI. The AOCI 

20 charge is a non-cash item. Therefore, including it in the equity for ratemaking 

21 purposes will misstate equity funds invested. If the AOCI adjustment is included 

22 in ratemaking equity, the equity ratemaking balance will fluctuate (higher or 

23 lower) depending primarily on the market value of the pension and OPEB funds. 

24 On Exhibit MECO-1719,1 provide an illustrafion of what the AOCI charge or 

25 addition lo equity would have been in the period 1995 to 2006 if SFAS 158 had 
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1 been in effect. As you can see, AOCI would have increased equity in 1996 

2 through 2001. In some of those years, the increase would have been significant. 

3 Q. Does the Commission's ruling in Docket No. 05-0310 impact the ratemaking 

4 treatment of the AOCI charge? 

5 A. No. In Dockel No. 05-0310, the Commission mled that the Company could not 

6 record a regulatory asset. The Commission did not address the ratemaking 

7 treatment of the AOCI charge. 

8 Capital Structure Summary 

9 Q. Ms. Sekimura, please summarize your testimony of capital structure. 

10 A. A capital structure comprised of 1.27% short-term debt, 40.15% long-term debl, 

11 2.45% hybrid securifies, 1.25% cumulafive preferred slock, and 54.89% common 

12 equity is appropriate. 

13 CAPITAL COSTS 

14 Short-Term Borrowings 

15 Q. What is the estimated cost of short-term borrowings for the test year 2007? 

16 A. The cosl of short-term bonowings for the lesl year 2007 is estimated to be 5.0%. 

17 Q. How was the cost of short-temi borrowings determined? 

18 A. We began with the most recent Blue Chip Financial Forecasi '̂̂  for federal funds 

19 which showed quarleriy rales for 2007 of: 5.2%, 5.1%, 5.0%, and 4.9%. We 

20 calculated an average for 2007 of 5.05%. We increased this federal funds rale by 

21 10 basis points to reflect the typical spread between federal funds rates and 

22 HECO's short-term borrowing rate, and thus rounded our esfimate to 5.0%. 

23 Long-Term Borrowings 

24 Q. What is the estimated effective cost of long-term bonowings for the test year 

25 2007? 

Forecast dated December 1, 2006. 
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1 A. The estimated effective cost of long-term bonowings for the test year 2(X)7 is 

2 6,11%. 

3 Q. How was the effective cost of long-term bonowings determined? 

4 A. The effecfive cost of long-lerm borrowings was calculated by dividing (a) the total 

5 annual requirement for interest and the amortizafion of unamorfized items by (b) 

6 the net proceeds received from the sale of the securities. This calculafion is 

7 shown on MECO-1703. 

8 Q. Whal makes up the annual requirements? 

9 A. The annual requirements consist of the annual interest expense, the annual 

10 amortizafion of various cosls of issuing and carrying the security, and the annual 

11 insurance premiums. The average annual requirements for the test year are shown 

12 in column (F) of MECO-1703. 

13 Q. What types of amortized costs are included in calculating the annual requirement? 

14 A. Costs associated with financings that are incuned in only specific periods, but 

15 result in a benefit during the entire life of the security, are amortized. Amortized 

16 costs include: 

17 1) issuance costs and issuance discounts, 

18 2) revenue bond investment differenfials, and 

19 3) redemption costs, unamortized issuance costs for redeemed bonds, and 

20 unamortized investment income differenfial balances for redeemed bonds. 

21 Issuance Costs and Issuance Discounts 

22 Q. Why should ratepayers pay the costs of issuing bonds or issuing them at a 

23 discount? 

24 A. It is appropriate for ratepayers to pay for the issuance costs and issuance discounts 

25 because the ratepayers get the benefits from these actions. 
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1 Revenue Bond Investment Differenfials 

2 Q. How is the revenue bond investment differenfial treated for ratemaking purposes? 

3 A. The treatment of the revenue bond investment differenfial depends on whether 

4 there is net income or net expense. 

5 Q. When there is net income in the revenue bond investment differential, how is it 

6 accounted for in the effecfive cost of long-term debl? 

7 A. When there is net income, there are two possible situafions: 

8 1) When net income does not have to be rebated to the IRS, the positive 

9 investment differential is amortized, effectively reducing the annual 

10 requirements of the bonds. 

11 2) When net income must be rebated to the IRS, the Company's net proceeds 

12 available for use would be increased by any net income until il is rebated lo 

13 the IRS in five years.^^ This was done for the Series 1988 revenue bonds. 

14 Since increased net proceeds, for the same annual requirement, means a 

15 lower effective cosl of the bonds, customers would receive the benefit for 

16 the five years that any net income is held by the Company. 

17 Q. When there is nel expen.se in the revenue bond investment differential, how does 

18 the revenue bond investment differenfial affect the annual requirements of the 

19 revenue bonds? 

20 A. When there is net expense, investment differentials are generally amortized (in 

21 proporfion to the drawn funds) over the life of the revenue bonds. This effectively 

22 increases the annual requirements of the bonds. 

"'' Generally, for revenue bonds issued after 1986, the net income must be rebated to the IRS (with some 
exceptions), with Ihe first rebate payment due five years after the issue. 
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1 Redemption Costs and Unamortized Costs for Redeemed Bonds 

2 Q. Why should ratepayers pay the costs of redeeming bonds at a premium, 

3 unamortized issuance cosls for redeemed bonds, and unamortized investment 

4 income differenfial balances for redeemed bonds? 

5 A. It is appropriate for ratepayers to pay for redempfion premiums, unamortized 

6 issuance costs for redeemed bonds, and unamortized investment income 

7 differential balances for redeemed bonds because ratepayers get the benefits from 

8 the bond redempfion. When MECO pays a premium to refund a high interest rale 

9 bond early, the customers benefit from the lower rates of the new issuance. 

10 Q. Has the Commission included these types of costs in determining the effecfive 

11 costs of the Company's securiiies in prior rate cases? 

12 A. Yes. In all final Decision and Orders for the Companies' recent rate cases, the 

13 Commission has included these types of costs in the effective cost calculafion. 

14 Hvbrid Securiiies 

15 Q. What is the estimated cost of hybrid securifies for the lest year 2007? 

16 A. The estimated effective cost of hybrid securities for the test year 2007 is 7.47%. 

17 Q. How was the cost of hybrid securities determined? 

18 A. The effective cost of hybrid securiiies was calculated by dividing (a) the tolal 

19 annual requirement for interest and the amortizafion of unamortized items by (b) 

20 the net proceeds received from the sale of the securities. This calculafion is 

21 shown on MECO-1704. 

22 Preferred Stock 

23 Q. What is the esfimated cost of preferred slock for the test year 2007? 

24 A. The estimated effecfive cost of prefened stock for the test year 2007 is 8.34%. 

25 Q. How was the cost of prefened stock determined? 
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1 A. The effecfive cost of preferred slock was calculated by dividing (a) the total 

2 annual requirement for interest and the amortizafion of unamortized items by (b) 

3 the net proceeds received from the sale of the securifies. This calculation is 

4 shown on MECO-1705. 

5 Common Equity 

6 Q. What would be a fair and reasonable rate of return on common stock equity to be 

7 u.sed by the Commission in determining the revenue requirements in this docket? 

8 A. In MECO T-16, Dr. Roger Morin, a Professor of Finance and an expert in this 

9 area, has determined that a fair and reasonable return on common equity for 

10 MECO for lesl year 2007 would be 11.25%. Dr. Morin did a comprehensive 

11 analysis before arriving at his judgment on a fair and reasonable return on 

12 common equity for MECO. 

13 Q. Do you accept Dr. Morin's conclusion that a fair return on common equity for 

14 MECO in this docket is 11.25%? 

15 A. Yes. An allowed rate of reiurn on common equity of 11.25% should give the 

16 Company an opportunity to earn a fair and reasonable rate of return in the lesl 

17 year, assuming that the Company obtains adequate rale relief by the beginning of 

18 the test year. 

19 Q. When was Dr. Morin's appraisal of the fair return on equity ("ROE") for MECO 

20 conducted? 

21 A. It was completed in October 2006. 

22 Capital Costs Summary 

23 Q. Ms. Sekimura, please summarize your testimony on costs of capital. 

24 A. The lest year estimates of capital costs for the lest year of: short-term debl 5.00%, 

25 long-term debl 6.11 %, hybrid securities 7.47%, cumulafive prefened stock 8.34%, 

26 and common equity 1 1.25% are appropriate. 
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1 DETAILED ANALYSIS OF HEI IMPACT NOT NEEDED 

2 Q. Has a comprehensive analysis of HEI's impact on the Companies' cosl of capital 

3 been done before? 

4 A. Yes. Dennis Thomas and Associates, an independent consultant, was hired to 

5 assist the Public Utilifies Commission in its investigation of the effects of the 

6 relationship between HEI and HECO on the operations of HECO and its electric 

7 subsidiaries, HELCO and MECO, and their respective ratepayers. In January 

8 1995, Dennis Thomas and Associates issued a report entitled, "Review of the 

9 Relationship between Hawaiian Electric Industries and Hawaiian Electric 

10 Company" (the "Thomas Report"). 

11 Q. Whal did the Thomas Report conclude regarding the impact of HEI on the 

12 Companies' co.st of capital? 

13 A. The Thomas Report concluded the following: 

14 1) "Any impacts of diversificafion on the yield of HECO's debt obligations 

15 have likely been transitory and small. Hence, there is no reason to believe 

16 that the debt costs reflected in HECO's rates have been changed as a result 

17 of HEI's past diversification activities." (Thomas Report, page 132) 

18 2) "Cost of equity witnesses in HECO rate cases have consistently based their 

19 eslimates on HECO's financial parameters and estimates for the cost of 

20 equity lo comparable electric ufilifies . . . the policy of looking directly at 

21 HECO and comparable electric ufilifies, rather than HEI's cost of equity, 

22 has served to insulate HECO's ratepayers from any impact due to changes in 

23 HEI's cost of equity." (Thomas report, page 131) 

24 3) " . . . diversification has nol permanently raised or lowered the cost of 

25 capital incorporated into the rates that the utility's customers pay." (Thomas 

26 Report, page 121) 



MECO T-17 
DOCKET NO. 2006-0387 
PAGE 54 OF 54 

1 Q. Did the Commission adopl the Thomas Report? 

2 A. Yes. The Commission adopted the Thomas Report in D&O No. 15225. In its 

3 D&O, the Commission also adopted the Department of Defense's 

4 recommendation that in rate proceedings the Companies " . . . present 

5 comprehensive analysis of the impact that the holding company structure and 

6 investments in non-utility subsidiaries have on its cost of capital to the ufility." 

7 However, the Commission stated that it " . . . will apply the recommendation on a 

8 case-by-case basis in the Utilities' respective rale cases." (emphasis added) As a 

9 result, it is the Companies' understanding that the Commission will determine 

10 whether a "comprehensive analysis of the impact that the holding company 

11 structure and investments in non-utility subsidiaries have" on the cost of capital of 

12 HECO should be done in this case. 

13 Q. In previous rale cases, what have the Companies done to address the issue as to 

14 whether such a comprehensive anatysis should be done? 

15 A. MECO, HECO and HELCO retained Mr. William E. Avera to address the issue in 

16 each of the following rate cases: Docket No. 97-0346 (MECO 1999 Test Year), 

17 Docket No. 2006-0386 (HECO 2007 Test Year), Dockel No. 04-0113 (HECO 

18 2005 Test Year), Docket No. 05-0315 (HELCO 2006 Test Year), Docket No. 99-

19 0207 (HELCO 2000 Test Year), and Docket No. 97-0420 (HELCO 1999 Test 

20 Year). Mr. Avera was the Team Leader for Dennis Thomas and Associates with 

21 respect to those sections of the Thomas Reporl addressing cosl of capital issues 

22 (including financial integrity and credit ratings). Mr. Avera's team assembled the 

23 material for Chapter 6 - Availability and Cost of Capital lo HECO. 

24 Q. What was Mr. Avera's conclusion? 

25 A. Mr. Avera's conclusion is stated in each of his affidavits dated December 28, 

26 1997(seeMECO-16IOinDocketNo. 97-0346), March 1, 1998 (see HELCO-
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1 1610 in Docket No. 97-0420), October 7, 1999 (see HELCO-I7I0 in Docket No. 

2 99-0207), November 8, 2004 (see HECO-2118 in Docket No. 04-0113), May 1, 

3 2006 (see HELCO-1820 in Docket No. 05-0315), and December 18, 2006 (see 

4 HECO-1916 in Docket No. 2006-0386). In summary, through evaluations that 

5 focused primarily on events since the Thomas report was issued in January 1995, 

6 Mr. Avera arrived at the following conclusion: 

7 "In conclusion, my review revealed no evidence that would alter the 
8 conclusions reached in the Thomas Report or indicate a fundamental change 
9 in investors' percepfions of the relationship between HEI and HECO. The 

10 comprehensive analyses conducted in preparing the Thomas Reporl required 
11 almost an entire year to complete and involved an exhaustive review of 
12 documents and extensive interviews with members of the investment 
13 community in Hawaii, on Wall Streel, and in other financial centers. Given 
14 that the findings of such a comprehensive review with respect lo the 
15 availability and cost of capital to HEI and its ufility subsidiaries would not 
16 be expected to be materially different from those adopted by the PUC in 
17 December 1996, it is my opinion that the significant expenditure of fime and 
18 money involved in conducting such a comprehensive review is not presenfiy 
19 warranted." 

20 Q. Did HECO, MECO and HELCO agree with Mr. Avera's conclusions? 

21 A. Yes. A "comprehensive" analysis, such as that done as part of the Thomas 

22 Report, was not conducted in connection with the HECO, MECO and HELCO 

23 rale cases. 

24 Q. Did the Commission require that a comprehensive analysis be conducted in any of 

25 those cases? 

26 A. None was required in the MECO 1999 test year case, HECO 2005 test year rate 

27 case, or the HELCO 2000 test year case. The HELCO test year 1999 rate case 

28 was withdrawn in 1999. 

29 Q. What has MECO done to address the issue as to whether such a comprehensive 

30 analysis should be done in this case? 

31 A. MECO has again retained Mr. Avera. 
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1 Q. What is Mr. Avera's current conclusion? 

2 A. Mr. Avera's conclusion is stated in his affidavit, a copy of which is attached as 

3 MECO-1720. After conducting an evaluation that focused primarily on events 

4 since his last review in 1999, Mr. Avera concluded the same as in his past three 

5 affidavits - in part, "my review revealed no evidence that would alter the 

6 conclusions reached in the Thomas Report," and "a comprehensive review is not 

7 presently warranted." 

8 Q. Does MECO agree with Mr. Avera's currenl conclusion? 

9 A. Yes. A "comprehensive" analysis, such as that done as part of the Thomas 

10 Report, is not warranted in this case. 

11 SAVINGS FROM REVENUE BONDS 

12 Q. H.R.S. Seclion 39A-208(b) requires that the Commission, in every rale case, make 

13 eslimates of the savings to MECO's customers resulfing from the use of special 

14 purpose revenue bonds. Have you prepared such an estimate for the Commission? 

15 A. Yes. The savings estimate, along with an explanation of the savings calculafion, 

16 isshowninMECO-1721. 

17 CONCLUSION 

18 Q. What is your conclusion regarding the fair rale of return on rate base for test year 

19 2007? 

20 A. The rale of return on rale base found fair and reasonable by the Commission 

21 should nol be less than its composite cost of capital, and that the Company's 

22 composite cost of capital in test year 2007 is expected lo be 8.98%. The 8.98% 

23 composite cost of capital includes a rale of reiurn on common equity of 11.25%, 

24 which is important lo the maintenance of the Company's credit quality. 

25 Q. Does this conclude your testimony? 

26 A. Yes, it does. 
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EDUCATIONAL BACKGROUND AND EXPERIENCE 

Present employer: 

Cunent position: 

Previous positions: 

Years of service: 

Other experience: 

Cerfification: 

Education: 

Previous 
Tesfimonies: 
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Hawaiian Electric Company, Inc. 
900 Richards Street 
Honolulu, HI 96813 

Financial Vice President 

Director, Corporate and Property Accounting 
Director, Internal Audit 
Capital Budgets Administrator 

15 years 

Audit Manager, KPMG 
Assistant Controller, Long Distance/USA 

Certified Public Accountant (not in public practice) 
State of Hawaii 

Universiiy of Hawaii at Manoa 
Bachelor of Business Administration in Accounfing 

Maui Electric Company, Ltd 
Docket No. 94-0345 - Rate Base 

Hawaii Electric Light Company, Inc. 
Docket No. 94-0140 - Rale Base 

Hawaii Electric Light Company, Inc. 
Docket No. 05-0315 - Cost of Capital 

Hawaiian Electric Company, Inc. 
Docket No. 04-0113 - Depreciation Expense and 

Accumulated Depreciafion; Total Average Number 
of Employees; King Streel Office Building Lease; 
Prepaid Pension Asset; Gains on Sale of Land and 
lolani Court Plaza Lease Premium; Accounting for 
Computer Software Development Costs; Abandoned 
Capital Projecl Costs; Maintaining Financial Integrity 
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Maui Electric Company, Lid. 

Composite Embedded Cost of Capital 
Test Year 2007 Average 

($ Thousands) 

Short-Term Debl 

Long-Term Debt 

Hybrid Securities 

Preferred Slock 

Common Equity 

WP Series 

Reference 

WP-I702 

WP-1703 

WP-1704 

WP-1705 

WP-1706 

(A) 

Capital 

Amount 

$ 4,750 

150.585 

9.192 

4,693 

205,882 

(B) = 
(A)yTolal(A) 

zaiion 

Percent of 

Total 

1.27% 

40.15% 

2.45% 

1.25% 

54.89% 

(C) 

Eamings 

Requirement 

5.00% 

6.11 % 

7.47% 

8.34% 

11.25% 

(D) = 

(B)*(C) 

Weighted 

Eamings 

Requirements 

0.06% 

2.45% 

0.18% 

0.10% 

6.17% 

Total Capitalization $ 375.101 100.00% 8.98% 

Estimated 2007 Test Year Composite Cost of Capital 

Totals may not add exactly due to rounding. 

8.98% 

Filename: MECO-1701 to l707_Cost of Cap_Exh & WP.xIs 1701 Composite 
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Maui Electric Company, Lid. 

Short-Term Borrowings 
Test Year 2007 Average 

($ Thousands) 

Short-Term Borrowings as of December 31, 2005 

2006 Estimated Nel Change in Short-Term Borrowings 

Short-Term Borrowings as of December 31, 2006 

2007 Estimated Nel Change in Short-Term Borrowings 

Short-Term Borrowings as of December 31, 2007 

Test Year 2007 Average = I(A)-KB)]/2 

Earnings Requirement 

Annual Debt Requircmcnl 

WP Reference 

WP-1702, p.l 

MECO-1707 

MECO-1707 

Total 

$ (5,250) 

20,000 

14,750 (A) 

(20,000) 

(5.250) (B) 

$ 4,750 

5.00% 

238 

Totals may not add exactly due to rounding. 

Filename: MECO-1701 to l707_Cost of Cap_Exh & WP.xIs 1702 STD 



Mh:CO-1703 

DOCKET NO. 2IX)6-0387 

PACE 1 OF 1 

Miiui Elt.'Clric Company. Llcl. 

Emiwdclcd Cosl of Long-Term Oohl 
Tesi Year 2007 Average 

($ Thousands) 

Long-Term Debl 

Special Purpose Revenue Bonds 

(Refunded Issue): 

Series 1993 

Series 1996A 

Series I996B 

Series 1997 A 

Refunding Series 1998A (1987) 

Refunding Series 1999B (1988} 

Refunding Series I999D (I990A) 

Refunding Series 20(X) (I990B&C) 

Refunding Series 2005A (1995A) 

Series 2007 (new i.ssue) 

1992 (Redeemed) 

Unamoni/ed "^osis. Revenue Bonds • 

Unamorti/ed Cosis, First Mig Bonds ** 

Unamonizcd Costs. SCF **• 

Tesi Vear 2007 Average 

EITcclive Rale = T()tal(F)/Tolal(B) 

(A) 

Rate 

5.45% 

6.20% 

5 7/8% 

5.65% 

4.95% 

5.75% 

6.15% 
5-70% 

4.80% 

5.50% 

(B) 

Nel 

Proceeds 

$ 30.000 

20,000 

3.5.000 

20,000 

7.720 

9.000 

l,(KX) 

20,(K)0 

2,000 

10,000 '-

n/a 

154.720 

(4.06 .̂) 

(46) 

(21) 

$ 150.585 

(C) = 
{A)*(B) 

Annual 

Inieresl 

S 1.635 

1.240 

2.056 

1.130 

382 

518 

62 
1.140 

96 

5.50 

8.808 

$ K.KOK 

{D) = 
WP-1703 p.2 

Annual 
Amoriizaiion 

S 

— 

_$_ 

50 

32 

19 

16 

35 

35 
3 

73 
7 

13 

16 

300 

31 

6 

3.36 

(HJ 

Annua 

Insurance 
Premium 

$ 

32 •̂  

18 " 

50 

50 

(F) = 
(C)+(D)+(F:) 

R 

$ 

_$_ 

Annual 
:quirement 

1.685 

1.272 

2.107 

1.164 

417 

533 

65 

1.213 

103 

563 
16 

9.158 

31 

6 

9,194 

6.11% 

* Issuance coses, redemption costs, issuance discounts, and investmeni income differentials 
are included in ihis amount. Refer to WP-1703, p.l for detail. 

* • Unamortized cosls relate to MECO's First Mortgage Bonds wtiich were redeemed prior to Deceml̂ er 31, 2005. 
Refer to WP-1703. p.8 for First Mortgage Bonds unamortized cosis. 

* * * Unamorii/ed costs relate to MECO's share of ihe issuance cosis for the Mulii-year Synciicaied Credit Facility (SCF) pending 
PtJC approvalin Dockel No. 2006-0360 (filed August 30. 2006). Refer to WP-1703. p. 9 for SCF issuance costs. 

Based on 9 hasis points annually of oulslanding par beginning in 2006. 
Based on 9 basis points annually of outstanding par beginning in 2(X)7. 

-̂ Based on avemge balance ai 12/31/06 of SO and 12/31/07 of $20,000. 

Note; Depending on market factors, MECO may refinance the Series i996A and 1996B revenue twnds; however, these refinancings are nol 
currently retlecied in ihe long-terin debt cost. An application for ihe approval lo refinance ihe 1996A and I996B series was filed with the 
Coinini.ssion (Docket No. 2006-0383). The Commission issued Decision and Order No. 23100 (December 4, 2(X)6) and Decision and 
Order No. 23161 (Deceml^er 27,2006) authorizing the refinancings. If ihe Company relmances ihese revenue bonds, the refinancings 
will t>e rellected in ihe cost of capital at the earliest opportunity. 

Totals may not add exactly due to rounding. 

Filename; MFCO-1701 to l707_^Cnsi of Cap.Flth & WP.xIs 1703 LTD 



Hybrid Seeurity 

Series 20Q4 

Unamortized Issuance Cosls ** 

Test Year 2007 Averagt 

Effective Rate = Total(F)/Total(B) 
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Maui Electric Company. Ltd. 

Embedded Cost of Hybrid Securities 
Test Year 2007 Average 

($ Thousands) 

(A) 

Rate/ 
Return 

6.50% 

(B) 

2007 Test 
Year 

Average 

$ 10,000 * 

(808) 

$ 9,192 

(C) = 
(A)*(B) 

Interest 
Expense 

$ 650 

$ 650 

(D) 

Annua 
Amortiza 

$ 

$ 

ion 

.36 

36 

(E) = (C)-KD) 

Annual 
Requirement 

$ 650 

36 

$ 686 

7.47% 

* Based on average balance at 12/31/06 of $10,000 and 12/31/07 of $ 10,000. 

** Includes unamortized issuance costs of current and previously redeemed hybrid securities. Refer to 
MECO-WP-1704, p.l. 

Totals inay not add exactly due to rounding. 

Filename: MECO-1701 to 1707_Cosi of Cap_Exh & WP.xIs 1704 Hybrid 



Maui Electric Company. Lid. 

Embedded Cost of Preferred Slock 
Test Year 2007 Average 

($ Thousands) 

Preferred Stock 

Perpetual Series *: 
Scries H 

(A) 

Rate 

7 .5/8% 

(B) 

2007 Test 
Year 

Average 

5.000 

(C) = (A)*{B) 

Annual 
Dividends 

381 

Unamonized Costs ** 

Test Year 2007 Averase 

Effective Rate = r(ital(E)/Total(C) 

5,000 

(307) 

381 

$ 4,693 $ 

MECO-1705 
DOCKET NO. 2006-0387 
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(D) (E) = {C)+(D) 

Annual Annual 
Amortization Requirement 

381 
381 

10 

381 $ 10 $ 391 

8.34% 

* Represenls preferred stock not subjecl to mandatory redemption. Therefore, 
issuance cosis are not amortized. 

*• Refer to WP-1705. p.l for detail. 

Totals may nol add exactly due to rounding. 

Filename: MECO-1701 to 1707_Cosl of Cap_Exh & WP.xIs 1705 Preferred 
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Book Common Equity as of December 31. 200.S 

Restoration 

Common Equity Invesimeni as of December 31, 2005 

2006 Estimated Net Change in Retained Framings 

2006 Rsi Net AOCI adj related to Pension, net of tax 

2006 Rsi Net AOCI adj related to OPEB. nel of tax 

2006 Fst Net AOCI adj related to Exec Life, nel of lax 

Common Equity as of December 31. 2006 

2(X)7 l--slimaied Nel Change in Retained Famings 

2007 Fist Net AOCI adj relaled to Pension, nei of tax 

2(H)7 Est Net AOCI adj related to OPEB. net of tax 

20tj, h.s; Nel AOCI adj related to Exec Life, net of lax 

Common Fquily as of December 31,2007 

Test Year 2007 Averajic = [(A)+(B)|/2 

Book 2007 Average = |(A)+(B)]/2 

Maui Electric Company. Ltd. 

Common Equity 
2007 Average 
($ Thousands) 

WP Reference 

WP-1706. p.l $ 

WP-1706 p.2 

MECO-I 707 

(A) 

MKCO-1707 

IB) S 

BOOK 
Total 

194.190 

. 

194.190 

7.632 

(14,521) 

(3.172) 

169 

184.298 

7,939 

(1.076) 

(68) 

54 

191.147 

Adjustments for 
Raiemakins 

90 

14,521 

3.172 

(169) 

1.076 

68 

(54) 

$ 

— 

_L 

$ 

RATEMAKING 
Tolal 

194,190 

90 

194.281 

7.632 

-

-

. 

201,913 

7.939 

-

. 

209.852 

205Jt82 

187.723 

Totals may not add exactly due to rounding. 

Filename: MECO-1701 lo l707_Cosi ofCap_Exh & WP.xIs I706Equhy 



MECO-1707 
DOCKET NO. 2006-0387 
PAGE I OF 1 

Maui Electric Company, Lid. 

Sources and Applications of Funds 
($ Thousands) 

Recorded 2005 
Application of Funds: 

Capital Expenditures 
Less: CIAC & Advances 
Less: AFUIX: 

Nel Capital Expenditures 35,076 

Forecast 2006 

53,605 

Forecast 2007 

$ 43,804 
7,437 
1,291 

$ 61,720 
4,945 
3,170 

$ 36,038 
5,.358 
1,236 

29.444 

Debt Redemption 
Hybrid Redemption 

Total Applications 35.076 53,605 29.444 

Sources of Funds: 

Intemal Sources: 
Retained Earnings 
Depreciaiion & Amoriizaiion 
Deferred Taxes & ITC 
Other (Misc. Net Changes in Working Capital) 

Total Internal Sources 

$ 4,777 
28,223 
4,309 

(4.7.33) 

$ 7,632 $ 
30,278 

(584) 
(8.971) 

7,939 
33,118 
(1.865) 
(7,748) 

32,576 28,.355 31.444 

External Sources; 
Increase (Decrease) in Shon-Term Borrowings 
Drawdown of Revenue Bond Proceeds 
Temporary Inveslmenis 

Total External Financing 

Total Sources 

$ 

$ 

$ 

-
-

2.500 
2.500 

35,076 

$ 

$ 

$ 

20,000 
• 

5,250 
25,250 

53.605 

$ 

$ 

$ 

(20,000) 
20.000 
(2.(X)0) 
(2.000) 

29,444 

Totals may not add exactly due to rounding. 

Filename: MECO-1701 to l707_Co.sl of Cap_Exh & WP.xIs 1707 S&A 
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RESEARCH 

Key Credit Factors: 

Assessing U.S. Vertically Integrated Utilities' Business 
Risic Drivers 
Publ i f»t lon date: 14-Sep-2006 
Primary Cr«dlt Analyst: Barbara A Eiseman. New York (1) 212-438-7666; 

barbara_eiseman@slandardandpoor8.cx)m 
Secondary Credit Ana l ys t RlcharrJ W Cortright, Jr.. New York (1) 212-438-7665: 

richard_cortright@slandardandpoors.cam 

The methodology that Standard & Poor's Ratings Services uses to rate vertically integrated electric, gas, 
and combination investor-owned utilities in the U.S. is based on the same precepts that we have used for 
many years, though the emphasis has changed as the utility industry has evolved. The fundamental 
methodology encompasses two basic components-business risk and financial risk-arwJ their relationship. 
Where a utility presents a strong business risk profile, the financial profile can be less robust for any given 
rating. Likewise, where a utility's business risk profile is weaker, its financial perfomiance must be stronger 
for any given rating. For combination utilities, the gas operations may have a stabilizing Influence on credit 
quality, but since the electric business is typically significantly larger, it is the major credit driver. (For 
details on Standard & Poor's analytical approach to gas utilities, see "Key Credit Factors For Natural Gas 
Distributors" published Feb. 28,2006.) 

Often, an integrated utility Is a part of a larger holding company stmcture that also owns other businesses, 
frequently unregulated electricity generation. This fact does not alter how we analyze the utility, but it may 
affect the ultimate rating outcome due to any credit drag that the unregulated activities may have on the 
utility. Such considerations include the freedom and practice of management with respect lo shifting cash 
resources among subsidiaries and the presence of ring-fencing mechanisms that may protect the utility. 

Five Factors Determine The Business Profiie 

Five basic characteristics define a vertically integrated utility's business profile: 

• Regulation, 
• Maricets, 
• Operations, 
• (Competitiveness, and 
• Management. 

Standard & Poor's is most concemed about how these dements contribute individually and in aggregate to 
the predictability and sustainatiility of finandal performance, particulariy cash Row generation relative lo 
fixed obligations. While considerable attention has focused in recent years on companies in states that 
deregulated in the late 1990s and the early part of this decade and the related credit consequences of 
disaggregation and nonregulated generation, 27 states (plus four that formally reversed, suspended, or 
delayed restmcturing) have retained the traditional regulated model. For utilities operatirig in those states, 
the quality of regulation and management loom considerably larger than markets, operations, and 
competitiveness in shaping overall financial pertormance. Policies and practices among state and federal 
regulatory bodies will be key credit determinants. Likewise, the quality of management, defined by Its 
posture towards creditworthiness, strategic decisions, execution and consistency, and its ability to sustain 
a good vrarking relationship with regulators, will t>e key. Importantly, however, it is virtually impossible to 
completely segregate each of these characteristics from the others: to some extent they are all 
inten'elated. 
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On Standard & Poor's business profile scale (where ' 1 ' is excellent and '10' is vulnerable), vertically 
integrated utilities generally have satisfactory txjsiness profiles of '5' or '6'. (See tables 1 and 2 In Ihe 
Appendix below for business profile benchmarks plus a list of utilities we rate and their business profile 
scores.) We view a company that owns regulated generation, transmission, and distribution operations, as 
positioned between companies with relatively low-risk transmission and distribution operations and 
companies with higher-risk diversified activities on the business profile spectrum. What typically 
distinguishes one vertically integrated utility's business profile score from another is the quality of 
regulation arxj management. 

Regulat ion 

Regulation is a critical aspect that underiles integrated utilities' creditworthiness. Decisions by state public 
service commissions can profoundly affect finandal performance. Standard & Poor's assessment of the 
regulatory environments in which a utility operates is guided by certain prindples, most prominently 
consistency and predk:tablllty, as well as effldency and timeliness. For a regulatory scheme lo be 
considered supportive of credit quality, commissions must limit uncertainty in the recovery of a utility's 
Investment. They must also eliminate, or at least greatly reduce, the issue of rateH:ase lag, espedally 
when a utility engages in a sizable capital expenditure program and incurs substantial defenals of fuel 
costs. 

Standard & Poor's evaluation erKompasses the administrative, judicial, and legislative processes involved 
in state and federal regulation, and indudes the political environment in which commissions render 
dedsions. Regulation is assessed In terms of its ability to satisfy the particular needs of individual utilities. 
Rate-setting actions are reviewed case-by-case with regard to the potential effect on credit quality. As 
frequently postulated in prior years, our evaluation of regulalion focuses on the willingness and ability of 
regulation to provide cash ftow and eamings quality adequate to meet investment needs, eamings stability 
through timely recognition of volatile cost components such as fuel and satisfactory retums on invested 
capital and equity. Regulators' authorization of high rates of return is of little value unless retums are 
realistic and achievable. Allowing high retums based on noncash items does nol benefit bondholders. A 
regulatory jurisdiction that permits incentives whereby utilities are allowed to eam a retum based on their 
ability to sustain rates at competitive levels is viewed favorably. In addition lo pertomiance-based rewards 
or penalties, flexible plans could indude market-based rates, price caps, index^ased prices, and rates 
premised on the value of customer sen/Ice. Also important is the ability to enter into long-term 
arrangements at r>egotiated rates without having to seek regulatory approval for each contract 

Because the bulk of a utility's operating expenses relate to fuel and purchased power, of primary 
importance to rating stability Is the level of support that state regulators provide to utilities for fuel cost 
recovery, particularty as gas and coal costs have risen. Utilities that are operating under rate moratoriums, 
or withoui access to fuel and purchased-power adjustment clauses or with fixed-fuel mechanisms, or face 
significant regulatory lag, also are subject to reduced operating margins, increased cash flow vdatllity, and 
greater demarxl for wortcing capital. Companies that are granted fuel true-ups may be required to spread 
recovery over many years to ease the pain for Ihe consumer. Standard & Poor's notes that fuel-adjustment 
mechanisms have become more common in the industry, but not all are created equal. While some 
jurisdictions permit recovery on a dollar-for-dollar basis over a defined time period, certain iurisdictions, 
such as Washington State, impose a deadband in which the company absortis all the risk and rewards of 
fuel costs above and betow the established recovery rate. Beyond the deadband there is a sharing of risks 
and rewards with ratepayers. In Arizona, Arizona Public Service Co. has a 90/10 sharing mechanism 
tietween the company and ratepayers, respectively, for all costs passed through the power supply 
adjuster. The mechanism Is triggered based on a date (once a year In February 2006) and not on a 
threshold level of deferrals. The annual adjustment is also subject to a lifetime cap of 4 mils per kilowatt
hour, which has led to power deferrals. 

In addition to fuel cost recovery filings, regulators will have to address significant rate increase requests 
related to new generating capadty additions, environmental modifications, and reliability upgrades. Current 
cash recovery and/or return by means of constmction work In progress support what would otherwise be a 
sometimes significant cash flow drain and reduces the utility's need lo issue debt during constmction. 

Moreover, allowing rate recovery of prajected costs with subsequent periodic updates for actual results 
reduces lags in cost recovery. Also supportive of credit quality Is Ihe ability of the utility, commisskin staff. 
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consumer advocates, and other major interveners to reach a comprehensive settlement before 
constmction of new base load capacity. Certain states, such as Indiana, Texas, Kansas, and Minnesota, 
have adopted environmental tracking mechanisms and other riders that allow companies to reflect in rates 
capital costs assodated with environmental compliance equipment without having to file a formal rate 
case. Creditworthiness can also be enhanced when a rompany has the authority to timely recover 
unanticipated costs, such as those incurred for repairing storm damage, as in Florida. While the Alabama 
Public Service Commission does not currently employ a separate stomn repair cost recovery mechanism to 
ensure rapid recovery of storm repair costs, it has shown a willingness to work with utilities to help them 
recover at least some of these costs on a timely basis and to start replenishing stoim reserves. Finally, the 
greater ttw percentage of a utility's rates Uiat are recovered through fixed charges rather than volume-
based charges, the greater the support for credit quality. 

For utilities that own a natural gas business, automatic and timely pass-thraugh of commodity costs 
provides the strongest level of credit support. Lesser dauses, including mechanisms that require after-the-
fact sign-off by regulalora, introduce Ihe potential for disallowance if the regulator deems gas to be 
purchased at Impmdenl cost levels. 

Due to the extreme volatility and high gas prices over the past few heating seasons, more regulators have 
revised gas adjustment dauses to provide monthly gas adjustments rather Ihan awaiting the end of the 
heating season to begin reimbursement. This expedited treatment helps the utility to reduce any regulatory 
lag to recover costs and streamlines woridng capital needs, which in tum should allow the firm to modestiy 
temper rising gas t>ills to iheir customers. 

Both regulators and natural gas companies are increasing customer-education programs on energy 
effidenc>' t r r i conservation. Lawmakers, state regulators, and companies are In preliminary discussions to 
potentially restmdure the current rate stmctures to encourage these goals of energy conservation and 
efficiency without hurting the company's bottom line and still allow utilities to achieve their approved 
regulated rate of retum. In essence, "conservation tariffs' would aim to decouple earnings and rales of 
retum from delivered volumes and should eliminate a cunent major disincentive for ufilities to develop 
such conservation programs. This would also iMtter align Ihe interest of consumers wiih utility 
shareholders by implementing innovative rate designs that would encourage energy conservation and 
efficiency. 

Key success factors indude: 

• Altemative ratemaktng/flexibllity, 
• Attentbn to credit quality, 
• Timely and consistent rate treatment, 
• Support for fuel cost recovery, 
« Support for a reasonable cash retum on investment, and 
• Support for rapid retum on investment 

Markets 

Assessing marttet dynamics begins with an economic and demographic evaluation of the service area in 
which a utility operates. Strength of long-term demand for energy is examined from a macroeconomic 
perspective, which enables Standard & Poor's to measure Ihe affonjability of rates and the staying power 
of demarKJ. Distribution by classification according lo lotal number of customers, revenues, and margins is 
dosely scrutinized to assess the depth and diversity of the utility's customer mix. For example, heavy 
industrial concentration is viewed with some caution because the utility may be exposed to cydlcal 
volatilKy and face competitive alternatives. A large residential component, on the other hand, produces a 
more stable and predictable revenue stream. The utility's largest customers are Identified to determine 
their stability and importance to the bottom line because Ihe toss of one large customer could adversely 
affect the utility's financial position. Moreover, large customers may tum lo self-generation, potentially 
leading to lass finandal protection for the utility. 

Standard & Poor's also analyzes any long-term consumption trends and Ihe reasons behind Ihem. Factors 
addressed indude the maricet's size and growth rate, the franchise's strength, historical and projected 
growth rates, income levels and trends in population, employment and per capita income. A utility with a 
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healthy economy and customer t>ase, as illusb'ated by diverse employment opportunities, average or 
above-average wealth and income statistics, and low unemployment, will be belter able to support As 
operations. 

For the gas business. Standard & Poor's also examines customer saturatksn. Firms that operate in sen/ice 
areas with low growth potential still can expand at healthy rates if a relatively low level of customar 
saturation permeates the service territory. For example, customers who convert to natural gas from other 
fuel sources (such as oil) provide growth opportunities to companies operating In low population growth 
service areas. 

Despite the review of market characteristics, they are deariy a secondary consideration to regulation. In 
Nevada, for years the countr/s fastest growing state, Nevada Power Co. and Sierra Pacific Power Co. 
stmggled to recover capital expenditures on a timely basis, and were accordingly rated as low Investment-
grade credits. In Florida, which has competed with Nevada for years in its pace of growth, the Florida 
Public Service Commission established polices of quick recovery of capital investments and, on a stand
alone basis, the stale's utilities' credll metrics have remained strong. 

Critical success fadors indude: 

• A healthy and growing economy, 
• Growth in population and number of customers, 
• An attradive business environment, and 
• An above-average residential base. 

Operations 
Standard & Poor's focuses on cost, reliability, safety, and quality of service when assessing a utility's 
operations. Managemeni is always under pressure lo optimize the use of resources, and if it Is not cost-
effective In meeting service standards and reliability, regulatory or competitive pressures are likely to 
increase. Consequently. Standard & Poor's emphasizes areas that require heightened and ongoing 
mar\agement attention, in the absence of which political, regulatory, or competitive problems are likely lo 
arise. 

The status of uEilify'plant invesimeni Is reviewed with regard to generating station availability, efficiency, 
and utilization, as well as for compliance with existing and potential environmental and other regulatory 
standards. The record of plant outages, system losses, equivaleni availability, load fadors. heat rates, and 
capacity factors are examined. Important considerations indude the projected capital Improvements and 
plant additions necessary to provide high-quality, reliatile service. The general condition of the assets and 
how well such assets are maintained are also important considerations. 

Emphasis is placed on reserve margins, fuel mix, fuel conlrad terms, purchased-power arrangements, and 
system operators. Moreover, the quality and concentration of capacity Is just as important as the size of 
reserves. Standanj & Poor's recognizes that reserve requirements differ among companies, depending 
upon individual operating and load charaderistics. 

Fuel diversity provides flexibility in a changing environment. Supply dismptions and price hikes can raise 
rates and Ignite political and regulatory pressures that ultimately lead to erosion in financial performance. 
Thus, the ability to switch generating sources to take advantage of cheaper fuels Is viewed favorably. 
Dependence on any single fuel, or asset concentration in one or two large generating stations, can cause 
significant swings in a company's finandal performance. Similariy, utilities that rely on nudear generation 
receive an elevated degree of attention due to the scale, technical complexity, and politically sensitive 
nature of nudear facilities. Indeed, Ihe sound operation of nudear units can define a utility's operational 
risk prafile and its ability to achieve projected financial results. Standard & Poor's seeks to distinguish 
between those operators thai have exhibited sound and stable operational performance, and the likelihood 
that it will continue, and those wfuDse nudear operations are vulnerable to problems that may impair 
financial results. 

But having a large concentration of capacity based on fossil fuels also imposes certain risks. Coal-fired 
capacity Is burdened with increased environmental costs related to reducing sulfur dioxide, nitrogen oxide, 
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mercury, and eventually carbon dioxide emissions. Gas-fired capadty presents its own challenges, 
particularly the extreme volatility and significant increase in gas prices over the past few years. Buying 
power mdy be a more appropriate option for a utility than new plant constmction because Ihe utility avoids 
constmction costs and the financial risks posed by regulatory lag when seeking recovery of costs. 
Purchasing power may enhance supply flexibility, fuel resource diversity, and maximize load factors. 
Utilities that plan to meet demand prejedlons with a portfolio of supply-side options also may be better 
able to adapt lo future gnavrth uncertainties. Despite these benefits, such a strategy does commit the utility 
to a fixed abllgalion, which Standard & Poor's captures analytically through certain adjustments to finandal 
statements. We calculate the nel present value of fijiure annual capadty paymenls (discounted at the 
company's cost of debt) over Ihe life of the centred. Standard & Poor's then applies a risk factor against 
this value and adds Ihe result to Ihe utility's balance sheet. The risk fador is largely a function of the 
strength of the regulatory recovery mechanisms established to address procurement costs. 

Other operational charaderistics that will support an above-average evaluation for vertically integrated 
companies are assets that are in good physical condition and are well maintained. In addition, capital 
expenditures for necessary system improvements must be at manageable levels, yet sufficient to provide 
for constant renewal and refurbishment of the system. Operating perfonmance, reliability statistics (such as 
outage duration and frequency), and effldency measures are expeded to meet industry and regional 
averages, Having interconnedions that provide access to low-cost and diverse power supply soun::es is 
viewed favorably, as is limited environmental exposure. 

For a gas company, drawing from a single Interstate pipeline or relying on a particular gas basin exposes it 
to event risk and negative supply shocks, respectively. The ability to access multiple sources of gas supply 
through multiple pipelines protects Ihe utility from such dismptions. Adequate storage access not only 
helps suopiv incremental gas needed lo meet peak demarid, but also provides opportunities without 
purchased-gas adjustment clauses to arbitrage seasonal pridng fluctuations. Gas distributors benefit from 
storage if the cosl of buying peak gas exceeds Ihe cost of making off-season purchases and the 
associated carrying cost. Outdated systems requiring extensive maintenance and capital expenditures 
lower profitability and effldency metrics. Newly installed systems mainly consisting of plastic pipe require 
limited expenditures over the long term compared with drier, cast-iron systems thai need repladng as they 
age. In addition, operational efficiencies can be obtained through the use of new technology. 

Critical success fadors indude: 

• Well-maintained assets, 
• Solid plant perfonnance, 
• Fuel diversity, 
• Adequate generating reserves, and 
• Compliance with environmenlaf standards. 

Competi t iveness 

For vertically integrated utilities, competitive fadors indude percentage of firm wholesale revenues that are 
most vulnerable lo competition, industrial load, and revenue concentrations, particulariy in energy intensive 
Industiies; exposure of key customers to altemative suppliers; commerdal concentrations; rates charged 
to various customer dasses; rale design arxl fiexibillly; production costs, both marginal and flxed; the 
regional capacity situation; and transmission constraints. A regional focus is evident, but high costs and 
rates relative to national averages are also of significant concem because of the potential for eledridty 
substitutes over time. 

Eledridty competes with other fuels-particulariy natural gas-'for certain segments of the market like space 
heating, water heating, and cooking. Thus, high eledridty prices, which can be attributed lo inefficient 
operations, are cause for concem If customers have access to alternative energy sources. Self-generation 
has been a risk, as large commercial and industrial customers may take advantage of cogeneration 
technologies to reduce their reliance on. and in some cases to disconned from the system. In the future, 
technology could pose a greater threat. Bypass risk, loo, may grow If distributed generation, 
microgeneration, and self-generation prove more economically attractive for smaller customers. 

Due to their proximity to interstate gas pipelines, some large customers can directiy tie into a transmission 
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line and completely bypass gas distributors' services. Although such pipelines provide key sources of gas 
supply for these companies, it is important to recognize this bypass risk. Ideally located gas companies 
have adequate transmission access but have industrial customers far from interstate pipelines. 

Critical success fadors indude: 

• Low cost stmcture, 
• Limited bypass risk, and 
• Management's commitment to lowering cosls. 

Management 

Evaluating management is of paramount Importance lo Standard & Poor's analysis because management 
decisions affed all areas of a company's operations and finandal health. Although regulation, the 
economy, E>nd other outside fadors certainly influence results, the quality of management ultimately 
determines a company's success. Standard & Poor's private meetings with senior management 
significantiy augment the public record in the effort to appraise management. Meetings are very useful for 
the candid interpretation of recent developments and, Importantiy, to provide executives with a fomm for 
the presentation of goals, objectives, and strategies. 

Management assessment is based on tenure, turnover, industry experience, finandal track record, 
corporate governance, a grasp of industry issues, and knowledge of regulation, of customers, and their 
needs. Management's ability and willingness lo develop workable strategies to address system needs, and 
to execute reasonable and effective long-term plans are assessed. Management quality is also indicated 
by thought^Jl tialandng of multlple-and often incompatit>te—priorities; a record of credibility; and effective 
communication with Ihe public, regulatory bodies, and the financial community. 

Standard & Poor's also focuses on management's ability to achieve cost-effedrve operations and 
commitment to maintaining credit quality. This can be assessed by evaluating accounting and finandal 
practices, capitalization arvj common dividend objectives, and the company's philosophy regarding growth 
and risk-taking. 

In addition, a company's accounting and financing practices are critical to Standard & Poor's analysis. For 
example, pfoadive management willTikely adopt ac(:duntir>g~pi'adrces~n^i are more appropriate tn a 
competitive environment such as higher depreciation rales for eledric generation equipment. Large, 
growing co$t deferrals or regulatory assets are viewed more negatively. Management can enhance its 
finandal condition by taking any number of discretionary adions, such as selling common equity, redudng 
the common dividend payout, and deleveraging. A utility's management will also be evaluated on cost-
cutting ability and creativity in entering into strategic alliances that improve efficiency. 

Strang corporate governance, reflected in active, independent board of diredors that partidpate in 
determining and monitoring corporale controls, help to support management's creditHlily and corporate 
financial disclosure. If it is evident that a company's board is passive and does not exercise proper 
oversight, it weakens the checks and balances of Ihe organization and may detrad from credit quality. 
Induded in Standard & Poor's review of corporate governance is ttw proportion of (ndeperwlent diredors 
on the board, the breadth and depth of the directors' experience, the proportion of independent diredors 
on the board's audit committee, and diredors' compensation. 

Some vertically Integrated utilities have felt compelled to invest outside their traditional businesses to 
increase earnings, espedatly as stock prices have ur>derperfonmed market indices. Partidpation in higher-
risk, unregulated activities such as merchant generation, exploration and development, gathering and 
processing, or mariteting and trading can significantiy detract from the consolidated entity's credit profile, in 
this regard, credit ratings are not based on the regulated business only, but on the qualitative and 
quantitative fundamentals of the consolidated entity. Standard & Poor's considera the ratings of the 
regulated businesses as t>eing less vulnerable lo the negative credit influence of other affiliates and 
holding company activities, as relevant, where very sb-ong structural and/or regulatory insulation exists, 
which tends to be more ttie exception than the mle. 

Critical success factors include: 
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Commitment to credit quality. 
Credibility, 
Strong corporate governance, and 
Conservative financial policies, espedally regarding nonregulated adivities, if relevant 

Effect On Ratings 
In summary, Standard & Poor's examines the key business risk drivers for vertically integrated utilities-
regulation, markets, operations, competitiveness, and management~in conjundion with financial 
measures when assignir>g credit ratings. The credit quality of most vertically integrated utilities is solidly 
investment grade. This Is a primarily a function of the existence of regulation. As discussed above, the 
factors that further differentiate ratings among this sedor include their markets, operational track record, 
competitive posture, and management's risk appetite. Vertically integrated utilities generally have 
satisfadory lousiness risk profiie scores, with only a few having strong or weak business positions. 

Appendix 
T a b l e 1 

I n d u s t r y B e n c h m a r k s 

Bus ina f ts Prof i le AA 

A d j u s t e d FFO i r t teres i cove rage (x) 

1 3.0 

2 4.0 

3 4.5 

4 5.0 

5 5,5 

6 6.0 

7 B.0 

8 10.0 

9 UIA 

10 "WA 

A d j u s t e d FFO/avsrage to ta l dsb t ( K ) 

1 20,0 

2 2S.0 

3 30.0 

4 35.0 

5 40.0 

6 45.0 

7 55.0 

8 ro.o 
9 N/A 

ID r*A 

Ad jus ted to ta l debt / to ta l cap i ta l (%) 

1 48.0 

2 45.0 

3 42,0 

4 38.0 

5 3S.0 

6 32.0 

7 30.0 

8 25.0 

9 N/A 
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4.2 
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N/A 
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15.0 
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25,0 

28.0 

30.0 
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55,0 

N/A 

N/A 

55,0 

52.0 

50.0 

45.0 

42.0 

40.Q 

36,0 

35.0 

N/A 

A 

2,5 

3,0 
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5,2 

6.S 

7.5 

10.0 
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20-0 

25.0 

26.0 
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65,0 
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55.0 
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50.0 

45-0 

43.0 

40.0 

38.0 

35-0 

32.0 

1,5 

2.0 

2.5 
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3.8 
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4.5 

5.5 

7.0 

— 8 : 0 - " " 

10.0 

12,0 

15-0 

20.0 

22,0 

28,0 

300 

400 

430 

55.0 

60.0 

58,0 

55,0 

520 

50.0 

48.0 

45.0 

42,0 

4 0 0 

BBB 

1.5 

2.0 

2.5 

3.5 

3,8 

4.2 

4,5 

5,5 

7.0 

" B,U 

10,0 

12.0 

15.0 

20-0 

22.0 

28.0 

30.0 

40.0 

45.0 

55.0 

80.0 

58.0 

55.0 

52.0 

50.0 

48.0 

4B.0 

42-0 

40.0 

1.0 

1.0 

1,5 

2.5 

2.6 

3.0 

3.2 

3.5 

4.0 

5:0 

5,0 

8.0 

10,0 

12.0 

15.0 

18.0 

20.0 

25.0 

30,0 

40,0 

70.0 

68.0 

65.0 

62,0 

60,0 

58,0 

55,0 

52.0 

50,0 

ea 

<1,0 

< 1 0 

1.5 

2.5 

2,6 

3.0 

3.2 

3,5 

4.0 

• b.li 

-=5,0 

<8-0 

10.0 

12.0 

15.0 

18.0 

20.0 

25.0 

30.0 

40.0 

>70.0 

>68.0 

65.0 

62.0 

60.0 

58.0 

55.0 

52.0 

50,0 

<1.0 

<1.0 

1.0 

1.5 

1.8 

2.0 

2.2 

2.5 

2.8 

• J.U-

<S,0 

<8.0 

5.0 

6.0 

10.0 

12.0 

15,0 

15.0 

20.0 

25,0 

>70,0 

>68.0 

70.0 

68-0 

65.0 

62.0 

60.0 

58-0 

55-0 
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10 N/A N/A 25.0 35,0 35,0 48,0 48.0 52.0 

Note: Business profBe 5C0r«s ars characterized fron 'V (OKcslIent) to '10* (weak). FFO-Funds from operalions. N/A-Not spplicabis. 

Tat>le2 
V e r t i c a l l y I n t e g r a t e d U t i l i t i e s 

C o m p a n y 

Aquila trxx 

ACl . Resources Inc, 

AtaMma Poww Co. 

ALLETE Inc 

Ameran Coip. 

Appalschian Power Co, 

Arizona Publk: Seivice Co. 

Atrnoa Energy Corp. 

Black Hilts Pow«r Inc. 

Central lllinoi* Light Co-

Central Varmortt Public Service Cofp, 

CILCOftP Inc. 

Cincinnati Gas & Electric Co-

Cleco Power LLC 

QovelarM Electric IHuminaling Co, 

Consolidaieu Natural Gas Co, 

Consumers Energy Co, 

Dayton Power & Light Co, 

Detroit Edison Co, 

Duke Power Co- LLC 

El Paso Bectrlc Co. 

Empire DIstha Electric Co. 

Energy East Corp. 

Enogex Inc. 

Enlsrgy Arkansas Inc. 

Entergy Gulf States Inc. 

Entergy Louisiana LLC 

Ertiergy Mississippi Irv:, 

Entergy New Orteans Inc, 

Equitable ResourceB Inc. 

Florida Power & Light Co, 

Georgia Power Co, 

Green Mountain Power Cofp. 

Gulf Power Co. 

Hawaiian Eleciric Co. Inc 

IDACORP Inc. 

Idaho Power Co. 

Indiana Michigan Power Co. 

Indianapolb Power & Light Co. 

Interstate Power & Light Co. 

IPALCO Enterprises inc. 

Kama* City Power S Ughl Co. 

Kansas Oas & Electric Co. 

Kentucky Power Co. 

Kentucky Utiiltias Co-

Louisville Gas & Electric Co, 

Corporate cred i t ra t ing BusineBS pro f i le sco re 

B/CW-PosB-2 6 

A-ttJegative/A-2 4 

A/Stat>le/A-I 4 

BBB*/Stable/A-2 5 

BBB+/CW-Neg/A-2 6 

BBB/Stat>le/- 5 

BBB-/Stable/A-3 6 

BBB/Stat)le/A-2 4 

B6B-/Negatlve/- 6 

BBBt/CW-Neg/" 7 

BB+/Slabi«/- 6 

BBB+/CW-Neg/- 7 

BBB/l»os)tlva/A-2 6 

BBB/Nagative/- 6 

BeB/StaUe/- 6 

BBB/StatXa/A-2 S 

BB/StabJa/- 6 

BB*/PosllivB/- 5 

BBB/Stable/A-2 6 

BBB/PDsitlve/A-2 4 

BBB/Sta tM- 6 

BBB-/Stable/A-3 6 

BBB«'/Negativa/A-2 3 

BBBWStaWe/- 7 

BBB/Magative/- 5 

BBB/Negatiwe/- 6 

BBB/Negattva/- 5 

BBS/Negative/- 6 

D / - / - 8 

A-ZCW-Nag/A-J 8 

Mcvi•H9Ql^-^ A 

A/Stable/A-1 4 

BBB/CW-Poe/- 5 

A/Stable/- 4 

BBB*'/Negat)ve/A-2 5 

BB6+/Ne9at)va/A-2 5 

BBB-^/Negatrve/A-2 5 

BBB/StaUe/- 6 

BB*/PDsi1ive/- 4 

BBB-^/StaHe/A'2 5 

BB+/Posilivs/~ 4 

BBB/Stable/A-2 6 

BB*/Posilive/- 6 

BBB/Stable/- 5 

BBB+/Slable//V-2 5 

BBB*/Stable/- 5 
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Madison Gas & Eiectrtc Co. 

Michigan ConsoikiatBd Gas Co. 

MidAmerican Energy Co, 

MissisGippi Power Co, 

Monortgaheia Power Co-

Montana-Oakota Utiiities Co. 

National Fuel Gas Co 

Nevada Power Oo. 

New York State aeclric & Gas Corp-

NiSourcB 

Northam Indiana Public Sarvtee Co. 

Northern States Power Co. 

Northern States Power Wisconsin 

Ohio Eifison ( ^ . 

OklatMima Gas & Eiectric Co, 

Pacific Gas & Electric Co 

PaclfiCorp 

Pennfiylvania Power (>). 

Pinnacia Wast CapHai Corp, 

PNM Resources Inc. 

Portland General Electrk: Co. 

Progress Energy Caroiinas Inc, 

PrografiB Energy Florida inc, 

PSI Energy Inc. 

Publk; Sarvice Co. of Colorado 

Pubiic Service Co, of New Harrpshirs 

PubHc Sarvice Co, of New Mexico 

Public Servica Co. of Oklahoma 

Puget Enargy Inc. 

Puget Sound Energy inc. 

Queslar Market Rasourcaa inc. 

Rochester Gas & Electric Corp. 

San Diago Gas & Elactric Co-

Savsnnah Electric S Power Co, 

SCANACorp. 

Sierra Pacific Power Co, 

Sierra Pacific Resources 

South Carolina Eiectric & Gas Co. 

Souttiem CaKtomia Edison Co. 

Southern Co. 

Southem Indiana Gas & Bectric Co. 

SouthwBslem El«clrtc Powei Co. 

Southwestern Publk: Senrice Co, 

System Energy Resources inc, 

Tampa Eiectric Co. 

Toledo Edison Co. 

Tucson Electric Power Co. 

TXU U.S. Hoidings Co. 

Union Electric Co. 

Union Light hieat S P w i w Co. 

Vedren UUiily HoUlngs Inc. 

Virginia Electric & Power Co. 

/>A-/Stabte/A-1* 

eBB/Stable/A-2 

A-/Stafala/A-1 

A/StBble/A-1 

BB»/PosltivB/-

BBB«-/StaDla/-

B6B+/StaDle/A-2 

B+'Posftive/-

GBB*-/Neaa«va;A-2 

BBB/SCabls/-

BBB/SlaUa/-

BBB/SlabIs/A-2 

BBB-^/Stable/-

BBB/St8ble/A-2 

BBB'-/Slat>le/A-2 

BBB/Stable/A-2 

A-/Stable/A-1 

BBB/StablB/-

B86-/Slabie/A-3 

BBB/Negative/A.3 

BBB*/Nea3th'e/A-2 

BBB/PositivaA-Z 

BBB/Positive/A-2 

BBa/PositivB/A-2 

B8B/StabiarA-2 

BSa/Stabla'-

BBB/Negative/A-3 

BBB/Stable/-

B8B-/Stabla/-

BBB-/Stable/A-3 

BBB-^/Stable/~ 

BBB+ZNegative/-

/VStabie/A-1 

AJStabM-

A-VStable/-

B*/Po8iliv«/-

B*/PosiHv«B'2 

A-/Slabta/A-2 

BBBt/Stable/A-2 

A/StaUe/A-l 

A-fSiatM-

B8B/S4abiaj-

BB6/S(abla/A-2 

BBB-/Negetiva/-

BBB-/Stable/A-3 

BBB/Stabla/-

BB/Stable'B-2 

BBB-/Negativa/~ 

BBa*/CW-Nog/A-2 

BBB/Positlve/-

A-/5table/>^2 

BBB/Stable/A-2 
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Westar Energy Inc. 

Wisconsin Eiectric Power Co. 

Wisconsin Eneigy Corp. 

Wisconsin Power & Ught Co. 

Wisconsin Public Service Corp. 

Xcel Energy irtc-

BB+/Po8itlve/--

A-/MBBaUvafA-2 

BBB*/Neg8t(ve/A-2 

A-/Stable/A-2 

A+/CW-Nag/A-1 

BBB/Stable/A-2 

Analytic services preivrded by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities 
designed to preserve the independence and objectivity of ratings opinions. The credit ratings and observations contained herein 
are solely statements ol opinion and not statements of fact or recommendalions to purchase, hold, or sell any securities or make 
any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or 
other opinion contair>ed herein in makir>g any investment decision. Ratings are based on information receivod by Ratings 
Sen/ices. Other diviskans of Standard & Poor's may have infonnation that Is not available to Ratings Services. Standard 4 Poor's 
has established policies and procedures to maintain the confidendatity of non-public information received during the ratings 
process. 

Ratings Services receives compensation for its ratings, Such compensation Is normally paid sKher by the Issuers of such 
securities or third parties participating in marketing the securiiies. While Standanj & Poor's reserves Ute rigtxt bi dtssenxinate tha 
rating, it receives no payment for doing so, except tor subscriptions to its putilications. Addittonal information about our ratings 
feaa is available at www,standardandpoors,com/usratingstoes. 

Copyright © 1994-2006 Standard 4 Poor's, a division of The McGraw-Hill Companies. 
Ail Rights Reset (^n. Privacy Notice 
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FonMrd-Lookfng Statements 
Ttiis nepoil and other presentations made by HawaTian Electric Industries, trtc. (HEI) and Hawalan B e d i t Company, Inc. (HECO) aid their 
subsidiaries c i}nt^ "foiwaiiMooUng statements,'which i n ^ 
condifions, and ustaSy indude wonts such as "expects,* 'antic^ates. ' Intends, ' "plans,' tteHeves,' * j n M s , ' "estimates' or lintEar expressions. In 
addMon, any statements concenv'ng (uttne finandal performance, o n g o ^ business s t r a t e ^ or piospectn and possible future acfions are also 
{oniranMooking statements. Forward-looldng statements are tused on cunent expectations and projetieons about firture events and are s u l ^ to 
risks, uncetteinSes and (he acctracy of assunptions conceming HEI and its subsidiaries (coDectiwety, h e Compsnf), the perfiamtancs of the 
imbjstrles in iffMch they do business and economic and msdiet factors, among other things. Tliete fenunMooMitg statsnMnte v e not guanntees 
of future performance. 

RIslcs, uncerWnfies end other impoitait factofs that could cause actual resufls to dlFTer materfaiV from those fn tbnivard^isifts statements and 
from historical resuls indixtei but are not ibnlted to, Bw following: 

• the effects of intamaOonat, national and local econorric condHiore, indudng the stats of the Hawai tourist and consbucfion industries, tha 
strength or weaitness of the HawaQ and continental U.S. real estate mar1«ts (including (he fair value of coltaleni undeitying loans and 
mortgage-related secuiHies) and decisions concemirq the extent of the presence of Ihe federal gowmmenl and rrdftaiy in Hawafi; 

• Ihe affads of weather and naturat ifisasters, such as hurriianes, earthqualies and tsunamis: 
• global deveiopmants. Including the effects of tenorlst acts, the war on terrotism, continuing U.S. presence in Iraq and Afghanistan, potsnttai 

confSct or c t i ^ wKh Norft Korea and in the hfiddle East, North Korea's and Iran's nuclear activtlies and potential avian Itu pandemic; 
• the t M i g and extontof changes in interest rates and the shape of the yield curve; 
• the itsiis inherent in changes In Ota value of and maritet for securities availabie for sale and pension and other re t i rem^ 
• changes in assumptiMis used to calculate retirement benefits costs and changes In funding requiiemenls; 
• ipci^as4»9 compefflfon In the elecWc iitiGiy m d baniinQ Indusbles {e,?., [ncreased self-generation of etectridty n w have at\ adverse In^ad 

on HECO's revenues and Increased price oompetttion for deposits, or an outftow of deposNs to aftemative Imnstments, may have an atherse 
impact on Ameffcan Savings Bank, F.S.B.'s (ASB's) cost of funds): 

• capacily and supply coRStrainte or dlflicuifies, especially it generatirig units (usay-owned or Independenl poii(« 
n)«a&<Hes such as d e m a n d - ^ e mansqEmeal ( D 9 ^ ; dtstrfbuled oeneratlon IDG], combfrted beat and power (CHP) or otiwr fimt edacity 
suppty-^B resources fofl short of achieving their foracasted benefHs or ate oUKwise InsuflUent to retfttce or meet pealL demand; 

• increased risk to generatton ieriab)% a s generation reserve margins on Oatiu continuad to be stoned; 
• fud oil price changes, perfomianoe by suppliers of tieJr fuel oBdelivefyobaBatfons and the continued avaBabJiay to the e l e c t r i c ^ 

energy cost ai^ustment clauses; 
• the ability of IPPs to deihnr Ihe fbm capacity antkdpated in their power purchase agreements (PPAs); 
• Ihe ablHty of the elecbic utilities to neg^iete, pedodicaKy, tevoraUe ftrel supply and ooflective bargainfog agreements; 
• new technolotfeal developnnenls that couM affect the operations and prospects of HEI and Bs subsidiades (Indudtng HECO and to 

sul)sidiaties and ASB arid Us subsidiaries) or their competitors; 
• federal, state and intemafional governmental and regulatory actkms, such as changes in laws, ndes and ragulatioRS appBcabte to HEI, HECO 

and their subsi(fiaries (inctoding changes In taxation, envinanmentd laws and regulations and govemmentet fees and assessments); dedskins 
by the Pubiic UUIties Comirtofon of the State of itewafi (PUC) Irt rate cases and Mher pmceedhgs and by other agencies and couite on land 
use. environmental and other permitting issues; required conedtve actions, restridions and penalties (that may arise uttti respect to 
envinwfflental conditions, renewable portfoBo standards (IVS), capftal adequacy and business practices); 

• increasing operations and maintenance expenses for the elecbicutBto and the p o s s U i ^ of rrwsfreqiAnt rate cases; 
• 8ie risks associated with the geographic concentration of HETs businesses; 
• the effects of changes in accounting prtndpies applicabie to HEI, HECO and their subsklitfies, including B« adoption of new accounting 

pdndpies (such as ttte effeda of Statement of Flnandai Accounting Stendanls (SEAS) No. 156 reganflng employers' accounting for defined 
benefit pension and other postreliremenl plans), confinued regulalory accounting undtf SFAS No. 71, 'Accoiinting fortfM Eflecte of Certain 
Types of Regulation,' and the possible eftects of sppMng Rnandsl AccounfEng Standards Board (FfiJSB) tnterpretadon No. (FIN) 4 ^ 
"Consolklatlon of VartaUa Irrterest Entities,' and Emerging issues Tasic Force (ssua No. 01-8, "Deleffliining W h i t e r an Arrangement 
Contains a Ijease.'to p o m r purchase arrangemente Witt) independent power producers; 

• Ihe ettecb of changes by securifies rafing agencies in Iheir rattegs of ttwsecurttles of HEI and HECO and Ihe resuto of financing effort^ 
• fester ffian expected kan prepayments that can cause an acceierafion of fteamoitoMon of prenAims on loans and investments and ttw 

ImpaliTneni of mortgage servicing righb of ASB; 
« changes in ASB's toanpoftfoOocredtt profile and asset quality which may increase or decrease the requfaed level of aAowanee f a loan k > 8 ^ 
• changes in ASB's deposit cost or mix which may have an adverse impact on ASB's cost of funds; 
• ttte fetal outcome of tax positions t ^ n by HEI, HECO and Ih^subskSaries; 
• the ablBy of consolidated IfCI lo (lenemte capital gains and ufib% capital loss canyfonivanJs on ilitute tax returns; 
• ttte risks of suffering losses and incuThgliafailltiestttat are urdnsured; and 
• other tiska or uncertainties descrbed elsewhere in ttib report and in otiwr periocQc reports (e.g., *ilem ^^. K A Factors' in the Company's 

Anmial Report on Form 1(>4Q previously and sidnequenlly filed by HEI »td/or HECO with tha SectvSies and Exchan^ 
Forward-tooking stetements speak onty as of ttte date d ttte report presentation or Gbtg h which tttey are made. Excepi to ttie extent r e q i ^ 

by the fedeni securities laws, HEI «id Ss subskfiartes undertake no obOgation to p u t ^ update or revise any forwanl-tooking statements, whether 
as a resutt of new tnlorntalton, ^itiire events or otherwise. 

IV 
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RESEARCH Retum to Regular Format 

Industry Reporl Card: 

Few Rating Actions For U.S. Electric, Gas, And Water 
Utilities In Third Quarter 
Publication date: 
Primary Credit Analyst: 

25-Oct-2006 
Richard W Cortright, Jr., Now Yortt (1) 212-438-7665; 
richard_cortright@standardandpoorB.com 

Commentary/Key Trends 
The stable credit trend tor the U.S. utility industry continued through the third quarter of 2006 as 
companies generally kept the focus on their core competencies. Standard & Poor's Ratings Services 
took f f * rating actions during the quarter, a trend that we expect to continue into the fourth quarler 
based on the outloolt distribution throughout the utility Industry. In addition, with a few notable 
exceptions, better relationships with regulators proved to be sustainable during the quarler. 

Rating actions to date In 2006 on electric, gas, pipeline, and water utilities have moved In a very positive 
direction, with upgrades of 28 companies and downgrades of 14. This contrasts starkly with 2004 and 
2005, when rating downgrades outpaced upgrades by about three to two. 

Rating activity during the third quarter affected 12 companies, and was evenly divided between 
upgrades and downgrades. The principal drivers of upside rating actions were enhanced liquidity and 
overall stronger financial profiles, reduced business risk, and Improved regulatory relationships. 
Negative rating actions (five of the six related to a single entity, PEPCO Holdings Inc.) were attributable 
to exceptionally difficult political environments, subpar financial parameters, and an Increased focus on 
riskier unregulated ventures. The handful of new CreditWatch listings resulted from merger and 
acquisition announcements. 

Peri^aps the most notable events of the quarter were the dissolution of the merger agreement between 
Exelon Corp. and Public Service Enterprise Group Inc. (PSEG) and political developments in Illinois. 
The failure of the merger resulted fundamentally from the inability of the companies and New Jersey 
regulators to reach an accommodation on specific financial benefits to ratepayers. Standard & Poor's 
subsequently removed the ratings of Exelon and PSEG from CreditWatch with negative Implications, 
but left the CreditWatch negative listing on Exekxi unit Commonwealth Edison Co. because of the 
increasingly uncertain political environment in Illinois. This uncertainty quickly led to downgrades of all 
the state's electrk; ijtilities in early October, reflecting utilities' vulnerability to aggressive polllical 
initiatives. At the time of pubiicatksn, the convening of a special session of the state legislature to 
consider extending for three years the current long-lived electric rate freeze for all the state's utilities 
was under serious consideration. Such legislation would result in a serious cash shortfall for the utilities 
because the costs they would incur to procure power would exceed the rates Ihey are alkiwed to charge 
customers for that power. Because no lawmaker has thus far proposed any alternative mechanisms for 
recovery, Uie utilities' financial viability would be threatened In relatively short order. 

Despite these speclfw developments, credit quality of the Industry continues to be defined by the 

mailto:richard_cortright@standardandpoorB.com
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emphasis on core competencies, where risks are more familiar, but can still be considerable. These 
risks Include; 

• Major pending regulatory decisions; 
• The approaching end of lengthy rate freezes and Industry transition periods in a few states; 
• The need for substantial infrastructure expenditures; and 
• Fuel cost recovery In a high-fuel-price environment. 

In addition, event risk, specifically merger and acquisition activity, is likely to continue. Despite these 
challenges, more than one-half the utilities that Standard & Poor's rates carry a stable credit outlook 
because of the fundamentally sound business model of much of the industry, and reasonably solid 
financial perfonnance. 

The merchant power sector witnessed very limited rating activity in the third quarter. Standard & Poor's 
raised the ratings on Mission Energy Holding Co. one notch to 'B' and its subsidiaries one notch to 'BB-' 
to reflect the tighter relationship of the companies' credit quality to that of parent Edison internatkinal in 
light of expected but unspecified capital contribultons over time by the parent. Otherwise, the only rating 
action was the placement of the 'B+' rating of MIrant Corp. and its rated subsidiaries on CreditWatch 
with negative implications after the company announced that it would sell its Asian and Caribbean 
assets and use the proceeds to buy back stock. Generally, Standard & Poor's expects that a general 
consolidation of the merchant sector will result despite the earlier failure of the proposed NRG Energy 
Inc. and Mirant merger. 

Chart 1 

• Oct 2006 

(No. of issuers} 

I Dec. 2005 , Dec, 2004 Dec. 2003 

•AAA* -AA' 

"Dates represent cuirenl and previoirsry pubblied report card data, 

® Stflnflard i Poor* 2006. 
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Ci\art2 

• Oct. 2006 

i.No. of issuers} 

200 

i Dec, 2005 • Dec. 2004 a Dec. 2003 

Wflicti Heg Hegatr.'9 Staljie Positive VYalcrt Pos Devetoping Watcti Dev 

'Dales represent curent srd previously publshed report card data. 

G Standanl & Poor's 2GQ6. 

Issuer Review 
Tablet 

AEP Texas Central Co. ( BBB/Stable/- ) 

See American Electric Power Co. Inc. Todd 
Shipman 

AEP Texas North Co ( BBB/Siable/--) 

See American Electric Power Co. Inc. Todd 
Shipman 

AES Corp. (The) ( BB-ZStable/-) 

We expect AES to continue lo reduce parent-level debt, but also expect that deleveraging pace Aneesh 
will slow. Financial metrics improved to 56% by mid-year 2006 and will trend raodeslly lower Prabhu 
by year-end. AES's funding requirements for new projects remains large. We expect continued 
strong cash flows from the U.S. subsidiaries Indianapolis Power & Light Co. and AES Eastern 
Energy LLC to fund some projects, but issuing new debt will l̂ e needed. Monetization of 
some existing projects will fund large investments in alternate renewable energy. Liquidity has 



MECO-1710 
DOCKET NO. 2006-0387 
PAGE 4 OF 45 

improved largely because AES Eastern now has its own financing arrangements for hedging 
purposes and does not refy on parent AES. 

AGL Resources Inc ( A-/Negative/A-2 ) 

In August 2006. Ihe Louisiana Department of Natural Resources notified AGL that is was Michael 
suspending the company's mineral lease at the Jefferson Island Storage & Hub facility site. Mcsser 
The suspension stalls and potentially could terminate AGL's planned 12 billion cubic feet 
expansion of salt dome natural gas storage capacity. Although now the subject of a legal 
dispute, the mineral lease suspension is credit neutral because it reduces capital spending 
requirements in 2006 and any incremental cash flow from the expansion would lake a few 
years to realize. As of June 30, 2006, AGL's adjusted funds from operations to interest 
coverage was about 4x and adjusted FFO to average total debt was about 18x for the prior 12 
months. 

AUbamn Gas Corp. ( BBB+/Stabie/-) 

See Energy East Corp. Todd 
Shipman 

Alabama Power Co. ( A/Stable/A-1 ) 

See Soulbeni Co. Terry Pratt 

Allcgnefty Energy Inc. ( BB+ZPositive/- ) 

The company continues to make progress in restoring its financial profile through debt Aneesh 
reduction and refinancing. Cash flow in second-half 2006 will improve from higher provider- Prabhu 
of-last-resort rates, participation as a generation supplier in auction markets, and from the 
transition to markei-based rates in the deregulated sector of its business, but will be also 
tempered by higher coal costs. Lingering operational issues remain, including a transformer 
failure that caused a generation unit outage in the third quarter. A $100 million rate case 
decision pending in West Virginia is important to credit quality. A significant IrKrease in 
environmental compliance costs at the Fort Martin and Hatsfield Ferry (a secor)d time) plants 
will slow deleveraging, but is not expected to pose an immediate challenge, 

Allegheny Energy Supply Co. LLC ( BB+ZPositive/--) 

See Allegheny Energy Inc. Aneesh 
Prabhu 

ALLETE Inc (BBB+/Stable/A-2 ) 

Cash flow protection measures have rebounded after dipping considerably in 2005 due to a Jeanny Silva 
one-time $77 million cash payment related to the transfer of the Kendall County power 
coniract in first-half 2005. At 18%, adjusted FFO to debt for the 12 months ended June 2006 is 
adequate for the rating. As of June 2006, adjusted leverage was also relatively moderate at 
54%. 

Alliant Energy Corp. ( BBB+/Stable/A-2 ) 

Alliant continues lo shed its international assets, most recently with its decision to sell its 
interest in Alliani Energy New Zealand Ltd. Once this transaction is complete, Aliiant's 
international acdvities will be confined to holdings in a handful of Chinese power plants and a 
small Mexican resort development, positioning the company to focus on its stable core U.S. 
utility operations, which in the past 12 months have enjoyed stronger eamings and cash flows 
relative to the same period last year due to electric rate increases, improved recoveries of fuel-

Jeanny Silva 
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relate expenses, and more customers. At June 30, 2006, Aliiant's nearly 20% adjusted FFO-
to-debt (excluding pension adjustments) was adequate for the current level of business risk, 
and leverage is modest at about 46%. 

Alliant Energy Resources Inc ( BBB+/Stable/A-2 ) 

See Alliani Energy Corp. Jeanny Silva 

Ameren Corp. ( BBBAVatch Neg/A-2 ) 

Second-quarter results weakened due to higher fuel and transportation costs, decreased plant Barbara 
availability, costs associated with the breach of the Taum Sauk plant reservoir, and milder Eiseman 
weather. These factors, coupled with reduced interchange sales, severe storm damage in July, 
the long-terra absettce of electric rate relief, and accelerating environmental expenditures will 
continue to pressure Amercn's financial profile. There is also significant uncertainty about 
large pending rate requests for the Illinois transmission and distribution subsidiaries and 
vertically integrated subsidiary Union Electric Co. Union Electric has asked the Missouri 
Public Service Commission lo adopt a fuel-adjustment clause that would allow more timely 
recovery of fuel and purchased-power costs. Final orders are expected in November 2006 for 
fuel costs and in June 2007 for purchased pov/er costs. Meanwhile, the Hiinois aucdon has 
started, and final results are expected shortly. 

AmerenEnergy Generating Co. { BBBAVatch Neg/--) 

See Ameren Corp. Barbara 
Eiseman 

American Electric Power Co. Inc ( BBB/Stable/A-2 ) 

AEP faces an almost constant cycle of regulatory proceedings in one or more of the 11 stales Todd 
in which it operates, as well as at the federal level. The Texas Public Utilities Commission's Shipman 
decision to cut stranded-cost recovery was a credit disappointment. The mostly coal-burning 
company will be spending a lot of motwy on environmental compliance, a massive 
undertaking that heightens operating risic and regulatory risk, and threatens AEP's generation 
cost advantage. 

American States Water Co. ( A/Stable/- ) 

Nel income for the six months ended June 30, 2006 was $12.2 million, a 28% irtcrease for the Michael 
same period in 2005. Increased rates in California and Arizona and rising water consumption Scholder 
have increased eamings. Leverage moderated, and cash flow protection measures are 
adequate, with FFO coverage of interest at about 4.5x. 

American Transmission Co. ( A-t-/Stable/A-1) 

As Ajnerican Transmission continues its extensive transmission building program, we expect Gerril Jepsen 
that capital spending will not weaken the company's stable financial measures, which as of 
June 30, 2006, were very strong for the rating. The company's fmancial measures are expected 
to remain solid in part due to constructive FERC regulation and reliable operalions. 

AmerJcao Water Capital Corp. ( A-/Watch Neg/~ ) 

The company's ultimate parent, German multiutility RWE AG (A+/Negalive/A-I>, is seeking 
regulatory approval for the planned spin-off and IPO of American Water, which should l>e 
finalized during the second half of 2007. The CreditWatch listing is not expected to be 
resolved until more details are known about the company's ownership structure, capital 
structure, and business plan following the IPO. 

Plana I-ee 
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Appalachian Power Co. ( BBB/Stable/- ) 

Sec American Electric Power Co. Inc. Todd 
Shipman 

Aqua Pennsylvania Inc ( A+ZStablc/- ) 

Connecticut Water Service Inc.'s eamings should be lower in 2006 due to the sale of the Plana Lee 
company's Barnstable water operations for $10 million in May 2005. Connecticut Water Co. 
recently filed for a 30% rate increase, which is the first for the company in 15 years. A 
decision is expected by January 2007. Adjusted funds from operalions to total debl of about 
15%, and adjusted FFO interest coverage of 3.4x are weak for the current rating. The company 
may be pressiired to maintain its modest fmancial risk profile without proper rate relief. 

Aquarion Co. ( A/Watch Neg/- ) 

Aquarion's pending sale to Macquarie Bank Ltd. awaits regulatory approval in Connecticut, Plana Lee 
New York, and New Hampshire. Macquarie's intended business strategy for Aquarion and a 
credit-conducive financing structure could support Aquarion's current rating level. The 
company's FFO interest coverage was 3.6x for the 12 months ended June 2006. Completion of 
the regulatory process is expected to occur during fourth-quarter 2006, 

Aquarion Water Co. of Connecticut ( A/Watch Neg/- ) 

See Aquarion Co. Plana I-ee 

Aquila Inc. ( B/Watch Pos/B-3 ) 

We recently upgraded Aquila to "B' from 'B-'. The company's ratings remain on CreditWatch Jeanny Silva 
wiih positive implications. Over the past year, Aquila has reduced business risk significantly, 
achieved material debt reduction, and lowered its ongoing working capital requirements. The 
continued CreditWatch listing reflects Aquila's Kansas electric utility being sold and the 
company's debt-reduction plan being conipleted. Adjusted debt-to-capital was about 67% 
(including pension adjustnoents) as of June 2006. Also, with the Elwood toll no longer 
contributing to a $40 million per year cash drain and with higher electric and gas rales in 
Missouri and Iowa in effect and lower overall interest expense, we expect currently negative 
adjusted FFO to improve by year er»d. 

Arizona Public Service Co. ( BBB-/Siable/A-3 ) 

See Pinnacle West Capital Corp. Anne Selling 

Atlanta Gas Light Co. ( A/Negalive/-) 

See AGL Resources IIK. Michael 
Messer 

Atlantic City Electric Co. ( BBB/Stable/A-2 ) 

See PEPCO Holdings Inc. Gerril Jepsen 

Andrew Watt 

Atmos Energy Corp. ( BBB/Stable/A-2 ) 

Financial performance for the fu^t half of 2006 was weaker than expected, as warmer-than-
normal weather resulted in lower volumes in its utility operations. However, increased 
operating income in its natural gas trading and marketing operalions tempered the decline in 
operating income. Consequently, credit measures are somewhat weak for the ratings. 
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Avista Corp. ( BB+/Slable/B-1 ) 

Avista's near-term credit quality is expected to be sustained by stable cash fiows that, along Anrw Selling 
with the proceeds from its continuous equity issuance, should be adequate to pay down 
reasonable debl levels arid finance the capital program. Primary operating risks continue to be 
hydro flows, which have improved so far in 2006 and have slightly improve cash flow 
coverages. Avista Utilities is seeking electric and gas rate increases in Washington. Oregon, 
and Idaho, the largest of which is a nearly 9% electric rate request in Washington to become 
effective by February 2(X)7. 

Baltimore Gas & Electric Co. ( BBB+/Walch Pos/A-2 ) 

See Constellation Energy Group Inc. Aneesh 
Prabhu 

Baton Rouge Water Works Co. (The) ( AA/Stable/--) 

To meet fulure supply needs in the high-growth Ascension Parrish area and to serve the Andrew Walt 
increase in customers who moved from New Orleans after the 2005 hurricanes, capital 
expenditures are expected to remain elevated in 2006 and 2007. However, the one-lime nature 
of these construction cosls and the company's ability to cover most of them intemally should 
negate any negative effects. Financial performance is expected to remain robust, led by the 
company's healthy firee operating cash flow, its adjusted FFO to total debt ratio of greater dian 
30%. and its adjusted FFO interest coverage of greater than 5.5x. 

Bay State Gas Co. ( BBB/Stable/-) 

See NiSource Inc. Barbara 
Eiseman 

Black Hills Corp. ( BBB-/Negative/- ) 

The company continues lo demonstrate weak financial ratios for the heightened level of Jeanny Silva 
business risk. For the 12 months ending June 2006, adjusted FFO to average debt (excluding 
pension adjustments) was 18%. We would expect lowering ratings if the company's business 
profile does not improve over the next six to 12 monlhs. New and experienced managemeni at 
the company's E&P division could help reverse the segment's track record of iower-than-
expected performance. 

Black Hills Power Inc (BBB-/Negative/-) 

See Black Hills Corp. Jeanny Silva 

Boston Edison Co. (A+/Stable/A-1 ) 

See NSTAR Kenneth L. 
Farer 

Boston Gas Co. ( A/Watch Neg/--) 

See KeySpan Corp. Kenneth L. 
Farer 

Califomia Water Service Co. ( AWStable/- ) 

Operating revenues have decreased slightly due to lower customer usage resulting from Michael 
atiove-average rainfall through May 2006 and below-average temperatures into June 2006. Scholder 
Cash flow protection measures were adequate, with FFO coverage of interest al about 4x. 
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Calpine Construction Finance Co. LJ*. ( CCC-/Negative/- ) 

On Dec. 21. 2{X)5. Standard & Poor's Rating Services lowered its ratings on Calpine Corp. Swami 
and some of its subsidiaries to 'D* after the company filed for bankruptcy protection. The Venkataraman 
ratings on Calpine Construction Finance Co. (CCFC) remains unchanged at 'CCC-', because 
this entity was excluded from the bankruptcy filing. However, there is a possibility Ihat this 
entity could be filed in the fulure, although the likelihood has decreased in the months since 
the Calpine bankruptcy. A paymeni default by Calpine Energy Services (CES), under die 
terms of its gas sale and power purchase agreement with CCFC was an event of default under 
the terms of debl al CCFC. However, CCFC obtained a permanent waiver from the lenders. 
The default only pertained to operations during the period Novemtter 2(X)5 through January 
2006 and CES is currently making all payments due to CCFC. 

Calpine Corp. ( D / - / - ) 

On Dec. 21, 2005, we lowered the ratings on Calpine and Calpine Generating Co. to 'D' after Swami 
they filed for Chapter 11 bankruptcy protection. Venkataraman 

Calpine Generating Co. LLC ( D / - / - ) 

We lowered its ratings on Calpine Corp. and Calpine Generating Co to 'D' after they filed for Swami 
Chapter 11 bankruptcy protection. Venkataraman 

CambrKlge Electric Light Co. { A+/Slable/- ) 

See NSTAR Kenneth L. 
Farer 

Carolina Power & Light Co d/b/a Progress Energy Carolines Inc ( BBB/Suble/A-2 ) 

See Progress Energy Inc. Jodi Hecht 

Cascade Natural Gas Corp. ( BBB+/Stable/- ) 

On Feb. 15, 2006, the company filed with Ihe Washington Utilities and Transportation Leo Carrillo 
Commission for its fu-st base rate increase in 10 years. The company also requested approval 
of a "decoupling" mechanism to address the impact of retail sales volatility on fixed cost 
recovery. Exposure to gas cosl volatility is mitigated by purchased gas cost adjustment 
mechanisms in Washington and Oregon, although regulatory lag issues can arise due to the 
build-up of deferred gas costs t)etween adjustment dates. Cash flow coverage remains strong, 
while debl leverage has declined to favorable levels. 

CenterPoint Energy Houston Electric LLC ( BBB/Stable/NR ) 

During second-quarter 2006, Centerpoinl reached settlement agreements regarding the lax Dimitri Nikas 
treatment of the ZENs securities with the IRS and the rate case for CenterPoint Houston 
Electric. White these settlements reduce regulatory and lax uncertainly for the company and 
should allow management to focus on conducting day-to-day operalions, the company is still 
working to resolve the issue of stranded-cost true-up for Uie Houston transmission and 
distribution operalions. Centerpoinl is rt\aking progress on ils Southeast Supply Header 
pipeline project by signing FPL as an anchor shipper for 50% of capacity. The pipeline will 
connect the Perryville Hub to Gulfstream Natural Gas Syslem. 

CenterPt>int Energy Inc ( BBB/Stable/- ) 

During second-quarter 2006, Centerpoinl reached settlement agreements regarding the tax Dimitri Nikas 
treatmenl of the 21ENs securiiies with the IRS and the rale case for CenterPoint Houston 
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Electric. While these settlements reduce regulatory and tax uncertainty for Ihe company and 
should allow management lo focus on conducting day-io-day operalions. the company is still 
working on resolving the issue of stranded cost true-up for the Houston transmission and 
distribution operations. Centerpoinl is making progress on its Southeast Supply Header 
pipeline projecl by signing FPL as an anchor shipper for 50% of capacity. The line will 
connect the Perryville Hub lo Gulfstream Natural Gas System. 

CenterPoint E n e i ^ Resources Corp. ( BBB/Stable/--) 

See CenterPoint Energy Inc. Dimitri Nikas 

Central Hudson Gas & Electric Corp. ( A/Stable/--) 

Parent CH Energy Inc.'s credit ratios (before adjusting for pension and other post-retirement Kenneth L. 
obligations) are somewhat weak for the current rating, wiih FFO interest coverage of about 5x, Farer 
FFO lo debl of 17%, and debl lo capital over 50%. Central Hudson's three-year rale agreement 
was approved in July 2006 and includes a $54 million increase in electric revenues and $14 
million increase in gas revenues, aldiough the authoriied ROE of 9.6% is materially lower 
than the previous 10.3%. The increased revenues are required to cover increased operaiing 
costs, particularly pension and OPEBs. and iniraslruciure improvements. CH Energy has 
invested $25 million for various energy-related assets as part of its plan to build a portfolio 
with Ihe proceeds from selling ils generating facilities in 2001. 

Central Illinois Light Co. ( BBB-/Watch Neg/~) 

See Ameren Corp. Barbara 
Eiseman 

Central Illinois Public Service Co. (BBB-/Watch Neg/--) 

See Ameren Corp. Barbara 
Eiseman 

Central Maine Power Co. ( BBB-t^/Negative/- ) 

See Energy East Corp. Andrew Walt 

Central Vermont PubHc Service Corp. ( BB+/Slable/- ) 

Central Vermont's credit measures remain weak, with FFO interest coverage below 2x, FFO to Kcnnedi L. 
debt below 10%, and debt to capital of over 70%. The company continues to implement ils Farer 
financial restoration plan and was granled a 4% rate increase for 2(X)7. To generale 
investment-grade financial measm^es, substantive rate relief is required, given the company's 
material off-balance-sheet debl and somewhat nondiscretionary investments related to 
transmission syslem improvements. 

OLCORP Inc ( BBB-/Watch Neg/--) 

Sec Ameren Corp. Barbara 
Eiseman 

Cinergy Corp. ( BBB/Posilive/A-2) 

See Duke Energy Corp. Dimitri Nikas 

Cleco Corp. ( BBB/Negalive/--) 

Cleco recently issued $158 million in common stock to finance part of its 600 MW Dimitri Nikas 
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Rodemacher Power Station. The equity issue (along with an interim rate plan approved in July 
2006 that will extend through the construction of the plant in late 2009, and ability to recover 
75% of the plant's financing costs in rates) should provide some buffer from financial risk. 
However, we view the project as having considerable financing and strategic risk, which 
pressures credit quality. The plant will address Cleco Power's shortfall in owned generation, 
which is currently filled through short-term power purchases and will represent some 
diversification away from natural gas as a fiiel source. At the same time, the utility has been 
allowed to recover $161 million in 2005 hurricane costs over a lengthy 10 years, at the rate of 
$23.4 million annually. 

Cleco Power LLC ( BBB/Negaiive/- ) 

See Cleco Corp. Dimitri Nikas 

Cleveland Electric Hluminating Co. ( BBB/Stable/--) 

See FirstEnergy Corp. Aneesh 
Prabhu 

CMS Energy Corp. ( BB/Stable/B-1 ) 

CMS Energy's significandy improved liquidity position, continued focus on low-risk core Todd 
utility operations, and significant reduction of parent-level debl over die past few years Shipman 
re-sulted in an oudook change to stable from negative. CMS has maintained adequate liquidity 
throughout its travails. We project a leverage reduction to further support the rating profile. 

Colonial Gas Co. ( A/Watch Neg/- ) 

See KeySpan Corp. Kenneth L. 
Farer 

Columbus Southern Power Co. ( BBB/Stable/--) 

See American Electric Power Co. Inc. Todd 
Shipman 

Commonwealth Edison Co. ( UBB+/Watch Neg/A-2 ) 

Sec Exelon Corp. Jeanny Silva 

Commonwealth Electrk Co. ( A+/Stable/- ) 

See NSTAR Kenneth L. 
Farer 

Connecticut Light & Power Co. ( BBB/Stable/--) 

See Northeast Utilities 

Connecticut Natural Gas Corp. ( BBB+/Negative/" ) 

See Energy East Corp. 

Connecticut Water Co. (The) ( A/Subte/- ) 

See Connecticut Water Service Inc. 

Andrew Watt 

Andrew Watt 

Plana Lee 

Connecticut Water Service Inc. ( A/Subie/--) 
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Connecticut Water Service's earnings should bte lower in 2(X)6 due lo Ihe sale of ils Barnstable 
water operations for $ 10 million in May 2005. Connecticut Water Co. recently filed for a 30% 
rate increase, which is the first rate increase for the company in 15 years. A decision is 
expected by January 2(X)7. Adjusted FFO to lolal debt of about 15%. and adjusted FFO 
interest coverage of3.4x are weak for the rating. The company may be pressured to maintain 
its modest financial risk profile without proper rale relief. 

Plana Lee 

Consolidated Edison Co. of New York Inc { A/Negative/A-1 ) 

Con Edison announced a reduction in earnings guidance for 2006 after its 10-day power Kenneth L. 
outage in Queens and smaller, sporadic interruptions in other parts of its New York City Farer 
service territory. The new eamings target and reduced cash flow, associated with emergency 
response, permanent repairs, customer claims, and poieniial penalties, will further depress the 
company's already weak financial measures. At June 30.20()6, FFO lo total debl was about 
13%, FFO interest coverage was 3.1 x. and debl to capital was 55%. The current radngs factor 
in the expectation that regulatory rate increases, siich as subsidiary Consolidated Edison Co. of 
New York's rate increase of $220 million in 2007, will continue. 

Consolidated EdLson Inc { A/Negaiive/A-1 ) 

See Consolidated Edison Inc. Kenneth L. 
Farer 

Cons<4klated Natural Gas Co. ( BBB/Stable/A-2 ) 

See Dominion Resources Inc. Aneesh 
Prabhu 

Constellation Energy Group Inc ( BBB-t-/Waich Pos/A-2 ) 

A new state law requires subsidiary Baltimore Gas & Eleciric Co. to defer recovery of power Aneesh 
cosls, but at the same time allows immediate relief through securitization. A u-oubling Prabhu 
precedent of legislative intervention could still affect the unity's credit quality if future supply 
cosl increases are also controlled. Repricing of Constellations' power generation fleet is 
expected to increase cash flow on a consolidated basis. Conolidaied financial measures are 
weak in 2(K)6 after adjusting for debt-like obligations, but the use of proceeds Irom the 
proposed sale of 3,800 MW of gas-fired asseis for debl reduction will benefit balance-sheet 
strength. 

Consumers Energy Co. ( BB/Stable/B-1 ) 

See CMS Energy Corp. Todd 
Shipman 

Coral Energy Holding L J». ( A/Stable/-) 

Parent Shell Oil's support for Coral is reflected in the company's revised recapitalization and Terry Pratt 
injection of equity. Coral has a $750 million short-term revolver from a Shell affiliate, and 
Coral closed on a $ 1.95 billion five-year term facility in June 2006 dial replaced the 
company's bridge facility with a Shell affiliate. Shell injected $250 million in equity into Coral 
in first-quarter 2006, an increase of about 55% over year-end 2005. This increase in financial 
capability reflects expectations of growth in North American markets. 

Dayton Power & Light Co. (BB+/Positive/- ) 

See DPL Inc. Todd 
Shipman 
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Delmarva Power & Light Co. ( BBB/Suble/A-2 ) 

See PEPCO Holdings Inc. Gerrit Jepsen 

Detroit Edison Co. ( BBB/Stable/A-2 ) 

See DTE Energy Co. Todd 
Shipman 

Dominion Resources Inc. ( BBB/Stable/A-2 ) 

Lower gas prices and mild weather have mitigated fuel-related expenses, which are Aneesh 
unrecoverable above a Irozen fuel factor through mid-2007. Exploration and production Prabhu 
(E&P) volumes have rebounded with new production. Even so. Dominion E&P is feeling 
some service cost pressures. Recent changes in Virginia legislation obviate the need for E&P 
to act as a natural hedge for utility fuel costs. As a result, an ongoing as.set review will likely 
determine future strategy. Liquidity cotKems have receded with gas prices at a more 
sustainable level. Leverage is still high but will reduce some from the announced sale of four 
merchant generation plants. Coverage ratios and leverage wiil improve modestly by year-erxl 
from receipt of insurance payments for last year's hurricanes and the dividend reinvestment 
program. Free cash flow is expected to slay significantly negative in 2(X)6 and hinders any 
Upward ratings momentum. 

DPL Inc. ( BB-t-ZPositive/- } 

DPL recently hired a new CEO with utility indusu-y experience, and expectations are that the Todd 
business strategy will focus on the utility. The company has announced ils intent to sell three Shipman 
gas peaking plants that have failed to generate positive returns; proceeds could be used to 
improve the financial profiie by reducing debt. DPL's financial profile is slowly being 
restored, with FFO interest coverage for 2006 is expected to be 3. Ix. 

DTE Energy Co. ( BBB/Siable/A-2 ) 

The implementation of a Michigan P'ublic Service Com miss ion-authorized transition charge Todd 
has helped lo slow sales losses fh>m the cuslomer choice program in first-quarter 2006. Shipman 
However, the commission is considering a rale decrease thai coutd erode the company's 
financial profile below a level consistent with current ratings. The stable outlook on DTE is 
based in pan in advaiKing a constructive regulalory agenda. Also, synthetic fuel operalions 
were expected to generale about one third of total cash flow in 2(X)6, bul high oil prices could 
Cut into that forecast. 

Duke Capital LLC (BBB/Posiiive/A-2 ) 

See Duke Energy Corp. Dimitri Nikas 

Duke Energy Corp. ( BBB/Posilive/- ) 

Duke's plans to separate the elecu-ic and natural gas operalions are proceeding on schedule, Dimitri Nikas 
with a Stan date of Jan. 1, 2(X)7. We reviewed the company's proposal and revised the outlook 
On Duke Capital (in essence the core of the new gas company) lo positive to reflect that 
entity's potential for a ratings upgrade of up lo 2 notches. Al the same ume. the ratings on the 
remaining electric company were affirmed wiU\ a positive outlook to reflect the likelihood for 
s higher raring as well. Duke Energy has followed through with ils plan lo reduce and mitigate 
business risk al the regulated operations, most recently completing the sale of Cinergy's 
trading and marketing operalions lo Fortis NV of the Netherlands. 

Duke Energy Trading and Marketing LLC ( BBB-/Slable/" ) 
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See Duke Energy Corp. 

Duke Energy CaroHnas LLC ( BBB/Positive/A-2 ) 

See Duke Energy Corp. 

Duke E n e i ^ Kentucky Inc. ( BBB/Positive/--) 

See Duke Energy Corp. 

Duke Energy Ohio Inc. ( BBB/Positive/A-2 ) 

Sec Duke Energy Corp. 

Duquesne Light Co. ( BBB/Walch Neg/- ) 

Sec Duquesne Light Holdings Inc. 

Dimitri Nikas 

Dimitri Nikas 

Dimitri Nikas 

Dimitri Nikas 

Gerrit Jepsen 

Duquesne Light Holdings Inc. ( BBB/Watch Neg/- ) 

The company has multiple issues pending thai can affect credit quality. The distribution and Gerrit Jepsen 
transmission rate proceedings could result in strengthened cash flow measures, particularly 
during the company's currently high capital spending phase. Moreover, rate increases will help 
maintain cash flow measures as other businesses such as synthetic fuel operations are phased 
out. Alw, credit quality may be affected by the pending acquisition by Macquarie 
Infrastructure Partners and Diversified Utility and Energy Trusts, a unit of Macquarie 
Securiiies IIK., for $3.15 billion. Given the significant amount of debt financing being 
proposed, which would increas consolidated debt by one-third, financial measures will weaken 
after closing. 

Dynegy Holdings Inc. ( B/Walch Dev/- ) 

See Dynegy Inc. Swami 
. . Venkataraman 

Dynegy Inc. ( B/Watch Dev/B-2 ) 

Ratings on Dynegy and ils subsidiaries are on CreditWatch developing after the Sept. 15, 2005 Swami 
aimouncement that it would acquire LS Power's assets. Since the purchase is financed mainly Venkataraman 
with Dynegy common slock, we expect lo affû m all ratings on Dynegy and Dynegy Holdings 
if Ihe transaction Is consummated as cunently expected. A key potential risk include 
additional operational or market risks to Dynegy that may arise from the future integration of 
LS Power assets. 

E.ON U.S. LLC ( BBB+/Stab!e/- ) 

E.ON U.S.'s Iwo utilities in Kentucky are good performers, with low costs, a reasonable Todd 
regulatory environment, and high customer satisfaction ratings. Capital spending will be a Shipman 
priority for the next few years as environmental compliance upgrades and the new capacity 
requirements will burden the utilities with large cash needs. Parent E.ON AG continues to 
back up its support for LG&E Energy, which is important for ratings stability. 

Edison Intematlotial ( BBB-/Stable/- ) 

Ratings stability is expected in the near term following a recent rating downgrade in response 
to revised strategic policies that allow capital infusions to be made into unregulated 
subsidiaries if needed to suppon growth initiaiives and if they are in the shareholders' best 
interest. The company exhibited steady lo gradual improvement in fully adjusted FFO interest 

David Bodek 
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coverage of about 2.9x and in FFO to lotal debl of about 15% as of June 30, 2006. 

Edison Mission Energy ( BB-/Positive/- ) 

The recent ratings upgrade reflects management's revised strategic policies that allow capital David Bodek 
infusions lo be made from Edison Mission Energy's ultimate parent, Edison International, into 
its unregulated subsidiaries if needed to support growth opportunities arxl if in the best interest 
of shareholders. 

Edison Mission Marketing and Trading ( BB-/Posilive/- ) 

Edison Mission Marketing and Trading is rated on a consolidated basis with Edison Mission David Bodek 
Energy. Trading and marketing aaivities are largely resu-icted to hedging activities for coal-
fired generation. 

KI Paso Electric Co. { BBB/Stable/--) 

Cash flow trends remain strong at El Paso Electric, bul Palo Verde Unit 1, which represents Chinelo 
about 200 MW of generation capacity for El Paso Electric, was shut down on Sept. 19,2006 Chidozie 
due to problems with its cooling system. Although expected to be short, the outage is likely to 
affect off-system sales, most of which occur in the shoulder months. FFO lo interest coverage 
and FFO to debt ratio were a siong 5.7x and 26% respectively for the 12 monlhs ended June 
2(X)6. Strong cash flow was driven by retail sales growth, a recovery of previously defened 
fuel expense, antl decreases in interest expense. 

Empire District Electric Co. ( BBB-/Slable/A-3 ) 

Empire acquired a gas utility for $100 million in July 2006, and steady financial performance Gerrit Jepsen 
will require a successful integration of the new operaiion. Empire's $30 million electric rate 
case pending before Uie Missouri Public Service Commission should be completed by year-
end 2006. The cftse's outcome is important to Empire's credilworthiness given the lack of a 
permanent energy-cost recovery mechanism and heavy capital spending program. Financial 
measures have been mixed for Ihe rating, and expected lo remain so over the near term until 
there is more clarity on the pending rale case and energy cosl recovery mechanism. 

Energen Corp. ( BBB+/Stable/- ) 

With oil and gas prices at a cyclical high over the last two years, Ihe company's exploration Todd 
and production operations have helped boost consolidated cash flows. Energen is looking lo Shipman 
increase ils capital spending for drilling by $55 million to S75 million in 2007. FFO to lotal 
adjusted debt improved to 49.7% for the 12 monlhs ending June 30. 2006. 

Energy East Corp. ( BBB+/Stable/A-2 ) 

The New York State Public Service Commission's decision to approve a one-year rate plan Andrew Watt 
that reduced New York Slate Electric & Gas's electric delivery rates by $36.2 raillion annually 
starting in January 2007 caused us to revise the outlook on Energy East and its subsidiaries to 
negative from stable on Aug. 25. The corapany had requested a $58 million increase in 
delivery rates. The decision will pressure credil measures in 2007, which were already 
expected to be weak for die ratings. 

Enogex Inc ( BBB-testable/- ) 

See OGE Energy Corp. Jeanny Silva 

Entergy Arkansas Inc ( BBB/Negaiive/- ) 
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See Entergy Corp. Dimitri Nikas 

Dimitri Nikas 

Entergy Corp. ( BBB/Negalive/-) 

Entergy is pursuing recovery of hurricane-related cosls in ils service territories, incuned in 
2(X)5. While some progress has been made through Ihe implementation of securitization bills 
in Texas and Louisiana, the timing of the recovery and amounts remain uncertain. Entergy 
estimates storm damage of $700 million in Louisiana and $390 million in Texas. The 
consolidated business risk profile reflects some pressure from ongoing regulatory challenges, 
as well as the company's increasing involvement in nonregulated generation, such as the 
recent purchase of (he Palisades nuclear plant from Consumers Energy Co. Nevertheless, the 
company's financial profile remains robust with adequate credil protection measures for the 12 
monlhs ended June 30, 2(X)6. 

Entergy Gulf States Inc. ( BBB/Negative/- ) 

See Entergy Corp. 

Entergy Louisiana LLC C BBB/Negative/- ) 

See Entergy Corp. 

Entergy Mississippi Inc ( BBB/Negative/-) 

See Entergy Corp. 

Entergy New Orleans Inc. ( D / - / - ) 

See Entergy Corp. 

Dimitri Nikas 

Dimitri Nikas 

DimiU-i Nikas 

Dimitri Nikas 

Equitable Resources Inc. ( A-/Watch Ncg/A-2 ) 

The company is awaiting approval for its $970 million purchase of Iwo Dominion Resources Todd 
natural gas and midstream subsidiaries. This acquisition will greatly increase customer base Shipman 
and storage capacity, as well as rebalance the company's regulated and nonregulated business 
mix. The rating ouu;ome is highly dependent on Equitabte's ultimate financing plan, which 
will likely include a combination of equity and debt issuance and possibly hybrid issuance 
and/or asset sales. FFO interest coverage was 5.9x for the 12 months ending June 30, 2(X)6. 

Exeton Corp. ( BBB+/Walch Neg/A-2 ) 

Ratings on Exelon and its subsidiaries (PECO Energy, Exelon Generation, and Jeanny Silva 
Commonwealth Edison) were aflumed and removed from CreditWatch negative on Sept 15, 
2006 after Exelon's decision to terminate ils merger agreement with lower-raled Public 
Service Enterprise Group Inc. While fully adjusted and including pension adjustments cash 
flow protection al the consolidated level is moderale-io-weak at roughly 20% for the 12 
months erxiing June 2006, we expect consolidated cash flows to improve. This is because 
weakened financial performance at ComEd resulting fiom the recent Illinois Commerce 
Commission's delivery service tariff rale order should be more than offset by the effecl of 
additional (and higher margin) market sales al Ex Gen. ComEd's full-requirements contract 
with ExGen expires at the end of Ihc year. 

Exelon Generation Co. LLC ( BBB-^/Watch Neg/A-2 ) 

See Exelon Corp. Jeanny Silva 

FirstEnergy Corp. ( BBB/Stable/- ) 
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The company's rate cerlainity plan in Ohio will lower cash flow in Ihe near term, but is viewed 
as credit neutral as it preserves the recovery of increased fuel costs after 2008. The company's 
operaiing performance has been satisfactory, but doubts remain on the sustainability of nuclear 
operations. Rate cases in Pennsylvania and the post-2008 market structure in Ohio are olher 
risks. Climbing maintenance expenditures will cut into free cash flow in 2(X)6. Financial 
metrics and liquidity have improved markedly as substantial debt was paid down In 2005. A 
share-repurchase program will bruise credil metrics, but they will stilt bt in line with ratings. 

Aneesh 
Prabhu 

Horida Power & Ught Co. (A/Watch Neg/A-1 ) 

See FPL Group Inc. 

Florida Power Corp d/b/a Progress Energy Florida Inc ( BBB/Stable/A-2 ) 

See Progress Energy Inc. 

Florida Progress Corp. { BBB/Slable/A-2 ) 

See Progress Energy Inc. 

FPL Group Capital I n c ( A/Watch Neg/A-1 ) 

Sec FPL C3roup Inc. 

Jodi Hechi 

Jodi Hecht 

Jodi Hecht 

Jodi Hecht 

FPl, Group Inc ( A/Watch Neg/- ) 

FPL Group's consolidated financial performance for the 12 months ended June 30,2006 was Jodi Hecht 
below expectation, driven by the lingering cash flow impact of the 2(X)4-2(X)5 hunicanes and 
under-recovered fuel costs at the utility .The Crediiwatch negative listing reflects the 
armounced merger with Constelladon Energy, The combined entity would likely have a higher 
business risk profile and weaker financial risk profile because it would have a significantly 
higher percentage of cash flow from higher-risk competitive businesses, with little change in 
the pro forma balance sheeL 

Georgia Power Co. ( A/Stable/A-1 ) 

Sec Souihem Co. Teny Pratt 

Golden State Water Co. (A-/Stable/- ) 

See American Slates Water Co. Michael 
Scholder 

Great Plains Energy Inc (BBB/Stable/- ) 

Cash flow protection measures arc currently adequate, with adjusted FFO to debt at about 25% Jeanny Silva 
(including pension adjustments) for the 12 months ending June 2006. That said, subsidiary 
Kansas City Power & Light's $1.3 billion five-year capital program might pressure the 
consolidated financial profile over the longer term-especially if regulatory support is not 
forthcoming. Stipulated agreements between KCPL and the Missouri and Kansas commissions 
have approved a multi-year plan that recognizes Ihe need for future rate adjustments. In 
Missouri, KCPL is seeking a $56 million increase in eleciric revenues, and in Kansas, it is 
requesting $42 million. Rale case hearings are expected lo start in mid-October. 

Green Mountain Power Corp. ( BBB/Watch Pos/- ) 

The ratings on Green Mountain remain on CreditWatch positive after Northern New England Kenneth L. 
Energy Corp. (a Gaz Metro Inc. (A-/Negative/-) subsidiary) announced on June 22, 2006 il Farer 
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would acquire Ihe company. Green Mountain's affiliation with a stronger entity could improve 
its overall credit profile, resulting in an upgrade. The company has negotiated a 9.6% rale 
increase (12% was requested) for 2007 to offset current high power and transmission costs. 
The Vermont Public Service Board must still approve Green Mountain's rate case and 
alternative regulatory plan. Over the intermediate term. Green Mountain will require 
additional rale relief to maintain financial measures appropriate for the cunent raiings. given 
the anticipated increases in power costs with the expiration of its power supply hedge. 

Gulf Power Co. ( A/Stable/- ) 

See Southern Co. Terry Pratt 

Hawaiian Electric Co. Inc ( BBB-(-/Negative/A-2 ) 

See Hawaiian Elecu-ic Industries Ir>c. Barbara 
Eiseman 

Hawaiian Electric Industries Inc. C BBB/Negative/A-2 ) 

Key financial metrics are subpar for the ratings, with adjusted FFO to debt at about 18% and Barbara 
total debt of 57%. Second-quarter electric sales were down 2.3% owing to cooler weather, Eiseman 
coriscrvation, and higher expenses, offset somewhat by higher eamings at the company's 
batik. A final rate order from ihe Hawaii Public Utilities Commission regarding subsidiary 
Hawaiian Etectric's pending rale case is crucial to help lift financial measures to more 
appropriate levels and eliminating the rating's negative oudook. Also of some concem is 
Hawaii's Act 162, a new (aw (hat appears to confirm Ihe PUC's ability to authorize the 
utility's fuel-adjustment clause. Although no parties to the case seem to oppose continuation 
of the clau.se, a material change to this mechanism would harm the company's financial profile 
and detract from its satisfactory business position. 

IDACORP Inc (BBB-f/Negative/A-2 ) 

IDACORP Inc.'s financial ratios are expected to continue to improve to levelscomiDgnsurale Michael 
with its 'BBB-h' rating mainly due to increased power sales revenues for ils primary subsidary, Scholder 
Idaho Power, with the drought's end. Power sales revenues increased by 31 % in first-half 2006 
compared with 2005 results. Leverage moderated as tolal debt to EBITDA declined to 4.6x. 
Cash flow protection measures are adequate, with FFO coverage of interest at about 3.3x. 

Idaho Power Co. ( BBB+/Negative/A-2 ) 

Seee IDACORP Inc. Michael 
Scholder 

Illinois Power Co. ( BBB/Watch Neg/--) 

See Ameren Corp. Bartiara 
Eiseman 

Indiana Gas Co. Inc. ( AVStable/- ) 

See Veclren Corp. Genii Jepsen 

Indiana Michigan Power Co. ( BBB/Slable/-) 

See American Electric Power Co. Inc. Todd 
Shipman 

Indianapolis Power & Light Co. ( BB-(-/Posidve/- ) 

http://clau.se
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Sec IPALCO Enterprises Inc. Barbara 
Eiseman 

Intemational Transmission Co. ( BBB/Positive/- ) 

See ITC Holdings Corp. Gerrit Jepsen 

Interstate Power & Light Co. ( BBB+/Siable/A-2 ) 

See Alliant Energy Corp. Jeanny Silva 

IPALCO Enterprises Inc. ( BB+/Posidve/- ) 

IPALCO's rating is capped at 'BBB-' due to its linkage to AES Corp. (BB-/Stable/--). Barbara 
IPALCO's outlook was revised in June 2(K>6 to positive from stable as we expect certain key Eiseman 
financial metrics to strengthen over the next couple of years due to somewhat lower-than-
expected environmental-related capital outlays; supportive ratemaking treatment for such 
expenditures, including a return on the invesimeni and recovery of depreciation and O&M 
expenses dirough an environmental tracking mechanism; reduced exiemal funding needs; and 
tight cost conlrols. Cunently su^ong internal funding of the company's construction program is 
expected to slip below 65% for 2CK)6, when environmental-related spending peaks, and 
rebound to over 100% in 2007. Meanwhile, adjusted total debt to capital will hover around an 
exceptionally high 106% to 110%. The debt ratio reflects Ihe use of pooling accounling 
associated with the original stock transaction versus die more typical purchase accounting, in 
which the assets are stepped up lo fair market value. 

ITC Hoidings Corp. ( BBB/Watch Neg/- ) 

ITC's recent FERC approval to use a projected test period was positive for credit quality Genii Jepsen 
because it should boost operating cash flow and further support credil quality. The financing 
and integration of the company's acquisition of Michigan Electric Transmission Co. could be 
crucial to credit quality because the acquisition will be mostly debt-financed. Also, a pending 
METC rate procecding-could-influcnccosdcrall credit quality after.iheacquisition closes 

Jersey Central Power & Light Co. ( BBB/Stable/- ) 

See FirstEnergy Corp. Aneesh 
Prabhu 

Kansas City Power & Light Co. ( BBB/Stabte/A-2 ) 

See Great Plains Energy Inc, Jeanny Silva 

Kansas Gas & Electric Co. ( BB4-/Positive/-) 

See Westar Energy Inc. Barbara 
Eiseman 

Kentucky Power Co. ( BBB/Stable/- ) 

See American Electric Power Co. Inc. Todd 
Shipman 

Kentucky Utilities Co. ( BBB+/Stabte/A-2 ) 

See E.ON US Todd 
Shipman 
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KeySpan Corp. ( A/Walch Ncg/A-1 ) 

The ratings on diversified energy company KeySpan Corp. and its subsidiaries remain on Kenneth L. 
CreditWatch negadve pending the company's sale lo National Grid PLC (A/Waich Neg/A-1) Farer 
for $7.3 billion plus the assumption of $4.5 billion of debl. We anticipate resolving the 
CreditWatch and lowering the ratings un KeySpan and its subsidiaries by one notch when Ihe 
acquisition receives regulatory approval and becomes unconditional. Despite Ihe acquisition, 
we expect additional improvement in KeySpan's cash flow measures and reduced leverage 
over the intermediate term. 

KeySpan Energy Delivery Long Island ( A-f/Watch Neg/- ) 

Sec KeySpan Corp. Kenneth L. 
Farer 

KeySpan Energy Delivery New York ( A+/Walch Neg/- ) 

See KeySpan Corp. Kenneth L. 
Farer 

KeySpan Generation LLC ( A/Watch Neg/- ) 

See KeySpan Corp. Kenneth L. 
Farer 

Kinder Morgan Inc. ( BBB/Watch Neg/A-2 ) 

The implementation of a Michigan Public Service Commission-authorized transition charge Todd 
has helped to slow sales losses from the customer choice program in first-quarter 2006. Shipman 
However, Ihe commission is considering a rate decrease that could erode die company's 
financial profile below a level consistent with cunent ratings. The stable outlook on DTE 
Energy Co. is based in part in advancing a constructive regulatory agenda. Also, synthetic fuel 
operations were expected lo generate alwut one-third of lolal cash flow in 2006, hut high oil 
prices could cut inlo that forecast. 

Laclede Gas Co. ( A/Slable/A-l) 

See Laclede Group IIK. Barbara 
Eiseman 

Laclede Group Inc (The) ( A/Stable/- ) 

Certain key fmatKial measures are somewhat weak for the ratings, with FFO to debt at about Barbara 
21 % and total debl to capital at about 54%. However, full realization of a modest net rate Eiseman 
increase of $4 million, weadier-mitigation rate design, cost-containment and operational 
efficiencies, a gas supply incentive plan, the issuance of new shares of stock under LG*s 
dividend reinvestment plan, and expectations for increased profits fi'om the company's 
unregulated ventures should modestly strengthen the company's financial condition. The 
company's recent purchase of Reliant Services LLC's Indiana asseis was relatively small and 
funded with cash on hand. Nonetheless, should SM&P Utility Resources Inc. continue lo 
expand ils geographic footprint into new markets, consolidated business risk will increase, 
requiring a stronger consolidated financial profile to maintain die current rating level. 

Louisville Gas & Electric Co. ( BBB+/Slable/A-2 ) 

See E.ON US Todd 
Shipman 
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Madison Gas & Electric Co. ( AA-/Stable/A-I+ ) 

The company's financial measures are expected to weaken during a heavy capital spending Genii Jepsen 
program and are expected to stabilize at a level in line with the rating in Ihe nexl several years. 
We will continue to monitor the construction program and any effects on financial measures. 

Massachusetts Electric Co. ( A/Watch Neg/A-1 ) 

See National Grid USA Kenneth L. 
Farer 

Metropolitan Edison Co. { BBB/Stable/- ) 

See FirstEnergy Corp. Aneesh 
Prabhu 

Michigan Consolidated Gas Co. ( BBB/Stable/A-2 ) 

Sec DTE Energy Co. Todd 
Shipman 

MidAmerican Energy Co. ( A-/Sublc/A-l ) 

We expect continued stable performance from MidAmerican, which had cash flow coverage Swami 
of inicrc;: and debt of 5.3x and 29.8% for the 12 mondis ended June 30,2006. The Council Venkataraman 
Bluffs coal plant should be completed in 2(X)7. MidAnwrican has completed 360 MW of wind 
generation and received approval for arjother 545 MW in April. The company's rale 
setdement agreement extends through Dec. 31,2011. The rate settlement does noi incorporate 
a fuel-adjusiment clause, which may be problematic given increasing fuel costs, but this Is 
mitigated by the ability to request a rate increase should Ihe actual earned Iowa jurisdictional 
ROE falls below 10%. 

MidAmerican Energy.HoIdings,CQ,(.A-/Stable/~ 1 . 

While MEHC's credit metrics are improving, ratios are clearly weak for the 'A-' rating, which Swami 
benefils from Berkshire Hathaway's support. For the 12 months ended June 30, Venkataraman 
2006, FFO/interesi and debt stood at 2.7x and 10.5%, respecfively. Debl to lolal capital had 
shown a substantial improvement from 77.4% as of Dec. 31.2005 to 70.9% as of March 31, 
2006, reflecting die equity infusion for die acquisition of PacifiCorp. Il fijrther improved 
marginally to 70.2% as of June 30.2006. MEHC continues to look for investment 
opportunities, which would likely be funded in large part by equity from Berkshire Hathaway. 

Middlesex Water Co. ( A-/Stable/- ) 

Middlesex Water Co. has continued heavy capital-spend ing needs at subsidiary Tidewater Plana Lee 
Utilities Inc. due lo high cuslomer growth. In addition, regulatory treatment for new 
wastewater operations at Tidewater Environmental Services Inc., which is also expected to be 
capital-intensive, remains uncertain given recently passed legislation in Delaware concerning 
regulating wastewater facilities. However, planned equity issuance by the end of 2006 is 
expected lo support the company's credit measures. 

Midwest Independent System Operator Inc (MISO) ( A+/Stable/-) 

Louisville Gas & Electric Co.'s withdrawal and Kentucky Utilities Co.'s expected withdrawal 
from MISO will not affect its rating because the utilities must pay a lump sum exit fee that 
MISO can use over time to cover the financial obligations related to the utilities' participation 
in MISO, including interest and principal payments on debt. Nevertheless, a large exodus of 

Gerrit Jepsen 
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higher-load members could introduce financial risk because remaining MISO members would 
be required to pay for a greater share of costs for operations, financing, and capital 
expenditures. 

MIrant Americas Generating LLC ( BWStabie/--) 

See Mirant Corp. Teny Pratl 

Mirant Corp. ( B-(-/Stable/-) 

Management recently reaffirmed its interest in a stock buy-back program, funded from cash 
and expected proceeds from the Asian and Caribbean asset sales, which curently provide 
at>outone-half of EBITDA. But Mirant has also staled its goal of maintaining its credil rating 
by using proceeds to establish a capitalization plan that has sufficient liquidity to meet capital 
expenditures, supply working capital needs, and support trading operations. Mirant also 
announced the sale of 3.504 MW of U.S. gas-fired capacity. 

Teny Pratt 

Mirant Mid-Atlantic LLC ( BB/Stable/~ ) 

See Mirant Corp. 

Mirant North America LLC ( B+/Stable/- ) 

See Mirant Corp. 

Mississippi Power Co. ( A/Stable/A-1 ) 

See Souihem Co. 

Terry Pratt 

Terry Pralt 

Teny Pran 

Monongahela Power Co. ( BB+/Positive/- ) 

See Allegheny Energy Inc. Aneesh 
Prabhu 

MXEnergy Holdings Inc ( B/Stable/-) 

MXEnergy acquired ratings in cormeclion with the $200 million unsecured debl issued to Swami 
finance the SESCo acquisition. Management's immediate focus will be on integrating SESCo Venkataraman 
and implementing formal internal conlrols for accounting and risk management. Continuing to 
acquire customers at competifive rates is key. MXEnergy's fiscal year ends June 30.2(X)6, and 
financial statements are nol yet available. The company is not required to file with the SEC. 
Consolidated FFO coverage of interest is expected lo be at>out 1.8x and 11.5%, respectively, 
in 2007. 

Narragansett Electric Co. ( A/Watch Neg/A-1 ) 

See National Grid USA Kennedi L. 
Farer 

National Fuel Gas Co. ( BBB-^/Stable/A-2 ) 

National Fuel has submitted a rate case agreement with Ihe Pennsylvania Public Utility Todd 
Commission to increase annual revenues by $25.9 million. The in-service date for the Shipman 
company's planned expansion of ils Empire Slate Pipeline has been pushed back a year to 
November 2008. Cunently, 150 MDth of the planned 250 MDlh/d capacity has been 
subscribed lo. Financially, the company's credil metrics have improved, yet they are sdll 
subject lo volatile natural gas prices and potential ceiling test writedowns. FFO interest 
coverage was 6.1 x for the 12 months ended June 30,2006. 
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National Grid USA ( A/Watch Neg/A-1 ) 

The ratings on electricity and gas provider National Grid USA and all its subsidiaries remain Kenneth L. 
on CreditWatch with negative implications, following the pending acquisition of KeySpan Farer 
Corp. by parent National Grid PLC (A/Watch Neg/A-1) for $7.3 billion plus the assumption of 
$4.5 billion of debt. We anticipate resolving the CreditWatch Itsfing and lowering the ratings 
on Naiiorwi Grid USA and its subsidiaries by one notch when the acquisition receives 
regulatory approval and becomes unconditional. Over Ihe intermediate term, the acquisition of 
KeySpan atul significant capital programs wilt likely weaken consolidated credit ratios. 
although National Grid USA should maintain stronger credil measures than the consolidated 
company. 

Nevada Power Co. ( BB-/Slable/-) 

See Siena Pacific Resources Swami 
Venkataraman 

New England Power Co. ( A/Watch Neg/A-1 ) 

See National Grid USA Kenneth L. 
Farer 

New Jersey Natural Gas Co. ( A-^/Negalive/A-^ ) 

At June 30,2006, credit measures were appropriate for the ciurenl rating, with consolidated Kenneth L. 
debt to capital of about 47%, adjusted funds from operations interest coverage of about 5x, Farer 
and adjusted FFO lo average total debl of 20%. Ratings stability could be achieved through a 
number of factors, including a greater focus on regulated inveslmenis, continued strong credit 
metrics, and prudently financed growth projects. Conversely, a downgrade could result from a 
continued increase in the proportion of unregulated activities al parent NJR or liquidity 
demands from increased commodity prices. 

New York State Electric & Gas Corp. ( BBB+/Siable/A-2 ) 

See Energy East Corp. Andrew Watt 

New York Water Service Corp. ( BB/Walch Pos/-) 

The ratings on New York Waier Service Corp. arc on CreditWatch with positive implications Plana Lee 
due to the May announcement that regulated water utility Aqua America Inc. has reached an 
agreement with Utilities & Industries Management Corp. to acquire the utility. 

Niagara Mohawk Power Corp. (A/Watch Neg/- ) 

See National Grid USA Kenneth L. 
Farer 

Nicer Gas Co. ( AA/Negative/A-1 + ) 

Sec Nicor Inc. Barbara 
Eiseman 

Nicor Inc. ( AA/Negative/A-1 + ) 

Financial metrics continued to slip in the second quarter, with FFO interest coverage and FFO Barbara 
to lotal debt hovering around 3.3x and 18%, respectively. In June 2(X)6. Nicor reached a Eiseman 
teniaiivc agreement with SEC staff for a manageable fine of $10 million of an anticipated civil 
action relating lo an investigation of subsidiary Nicor Gas' accounting for natural gas costs 
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pursuant lo its performance-based rate (PBR) plan from 20(X) through 2(X)2. Of greater 
concern is Ihc Illinois Commerce C^ommission's review of the PBR in which various parlies 
have filed for adjustments of $ 108 million to $ 190 million. In addition, gas supply costs are 
open to the risk of hindsight prudence reviews by regulators, with 1999-2005 cunently under 
review. 

NiSource Inc ( BBB/Stable/- } 

Certain key financial metrics remain subpar for die raiings with adjusted FFO to total debt at Barbara 
13% and tolal debt hovering around 59%. Although some modest decline in bondholder Eiseman 
protection was expected due to pipeline recontraciing at lower rates as well as the requirement 
to increase sharing of offsystem sales and capacity release proceeds in Ohio, recent lower 
usage and customer attritionin the natural gas distribution segment may further pressure the 
company's financial profile. As of the second quarter, die company reported it has cotKluded 
die analytic phase of a comprehensive financial and strategic review, and is confinuing Ihe 
process. NiSource expects to report on its conclusions and direction by the end of Ihe year. 

North Shore Gas Co. ( A-/Negative/A-2 ) 

See Peoples Energy Corp. Jearuiy Silva 

Northeast Generation Co. ( B+/Watch Pos/~ ) 

See Northeast Utilities Andrew Watt 

Northeast Utilities ( BBB/Stable/--) 

NTJs recenlly announced sale of ils generation asseis, including Northeast Generarion Co., is Andrew Walt 
one funher step in divesting its nonregulated businesses. Over time this is expected to improve 
its business profile. The company expects total net proceeds of between $5(X) million and 
$550 million from the generation sales after accounting for taxes, sale expenses, aiKl 
nonrecourse debt NU expects to use ihese funds mainly for regulated business construction 
costs, as wellas-systero-debt.reduction.-We wUlxonlinue to incorporate the exposure of these 
competitive businesses into its overall credit quality assessment unul such time as the exit is 
completed, which we anticipate will be year-end 2006. 

Northern Indiana PubUc Service Co. ( BBB/Stable/-) 

See NiSource Inc. Barbara 
Eiseman 

Northern Natural Gas Co. ( A/Stable/--) 

Northern Natural Gas was upgraded lo 'A' from 'A-' on March 16, 2006. Sttuctural ring- Swami 
fencing provisions allow for a ratings separation from parent MidAmerican Holdings Co. Venkataraman 
RecontracUng risk has been significandy reduced with long-term extensions with Minnesota 
Gas and Northern States Power - Minnesota. A rate settlement reached in 2005 will provide 
for rate stability until November 2007 . 

Northern States Power Co. ( BBB/Slable/A-2 ) 

See Xcel Energy Inc. David Bodek 

Northern SUtcs Power Wisconsin ( BBB+/Stable/- ) 

See Xcel Energy Inc. David Bodek 

Northwest Natural Gas Co. (AA-/Slable/A-t ) 

http://wellas-systero-debt.reduction.-We
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The ratings on Northwest Natural were raised in February 2(K)6 due to strong sustained Michael 
financial performance and an excellent business risk profile. FFO to interest coverage and Scholder 
FFO to total debl for the 12 mondis ended June 30, 2006, stood at 4.1 x and 19.1%, 
respectively. The company has a conservative hedging policy, but has increased cash flow 
exposure by reducing targeted hedge levels below those of prior winter seasons. Additional 
pipeline inveslmenis are being considered. TransCanada's Gas Transmission Northwest 
syslem and Northwest Natural are holding an open season for the new 220-mile Palomar Oas 
Transmission project. The system could be configured to serve liquefied natural gas facilities 
that have been proposed for the Columbia River. 

Northwestern Corp. ( BB+/Watch Neg/-) 

Northwestern Corp.'s CreditWatch listing refiects die pending acquisition of die utility by Gerril Jepsen 
Babcock & Brown Infrastructure Ltd. (BBO for $2.2 billion, with $505 million of new debt at 
an intermediate holding company, a mix of funds from BBI and BBI's assumption of 
NorthWestern's existing debt. NorthWestern's credit measures, which now adequately support 
the 'BB+' rating, would weaken after the transacfion closes in mid-2007 due to the incremental 
debt, which could put downward rating pressure on the company. Also, we will monitor the 
rate review filing that will be filed soon for any cash flow implications lo Uie company. 

NRG Energy Inc ( B-^/Stable/B-2 ) 

The recent, unexpected announcement of a sharp increase in near-term needs for capital David Bodek 
expenditures to meet emissions compliance regulations leaves open the question of the amounl 
of debl financing that will be needed lo support the expanded capital program, as well as 
questions regarding management's oversight of such exposures. 

NSTAR (A+/Slable/A-1 ) 

NSTAR's pursuit of transmission and distribution activities and maintenance of a strong Kcnnedi L. 
financial profile support die current ratings. Financial performance in 2(X)6 has been below Farer 
historical levels, in part due to the deferral of transition costs. Over the intermediate term, we 
expect FFO interest coverage lo average more than 5x with FFO lo debt to of aboui 25% 
(about 3.5x and 20%. respectively, at June 30, 2006). Debt leverage is currendy 65%, bul 
should gradually decline because of higher retained eamings and minimal debt maturities. 

NSTAR Gas Co. ( AWSiable/-) 

See NSTAR Kenneth L. 
Farer 

OGE Energy Corp. ( BBB+/Slable/A-2 ) 

FFO were up nearly 10% during the 12 monlhs ending June 2CX)6 (as compared with the same Jeanny Silva 
period last year) due to higher rales and favorable weather at OG&E and higher gross margins 
on gathering and processing acdvities at Enogex. Adjusted credit metrics are adequate for the 
rating. New plans for increased capital expenditures could pressure raiings over the 
intermediate lerm. In July 2006, the company announced plans for OG&E to build a new 950 
MW coal unh at its existing Sooner plant for about $ 1.8 billion. CXJ&E would own 42% of the 
plant. 

Ohio Edison Co. ( BBB/Stable/- ) 

See FirstEnergy Corp. Aneesh 
Prabhu 

Ohio Power Co. ( BBB/Stable/- ) 
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See American Eleciric Power Co. Inc. 

• 

Todd 
Shipman 

Ohio Valley Electric Corp. ( BBB/Stable/- ) 

OVEC's owner-customers take virtually all of the generation the company produces. Coal Michael 
inventories are adequate, but upgrade work at the Kyger Creek plant's coal-handling facilities Scholder 
resulted in availability reductions, and inventory recovery has been slowed due to competing 
barge traffic. Leverage is high, and cash flow protection measures arc very thin, with FFO 
coverage of interest at about 1.2x. 

Oklahoma Gas & Electric Co. ( BBB+/Stable/A-2 ) 

See OGE Energy Corp. Jeanny Silva 

Orange and Rockland Utilities Inc. ( A/Negative/A-1 ) 

See Consolidated Edison Inc. Kenneth L. 
Farer 

Orion Power Holdings Inc ( B/Negative/— ) 

See Reliant Energy Inc. Dimitri Nikas 

Otter Tail Corp. ( BBB+/Stab!e/- ) 

Credil metrics are adequate for the cunent rating category, with adjusted FFO to debl Jeanny Silva 
(including pension obligations) for the 12 monlhs ending June 2006 al 26% and adjusted debt 
lo capital al about 52%. Construction of Big Stone II, estimated to begin in summer 2(X)7, 
could pressure the company's intermediate financial profile. Otter Tail has a relatively large 
$381 million capital plan for elecU îc construction In the intermediate term. A large portion of 
this is for Big Stone II, a 6(X) MW coal-fired generation unit that the company will develop 
and operate for its own use and on behalf of six other regional participant-owners. 

Pacific Gas & Electric Co. ( BBB/Stable/- ) 

Long-term electricity- and fuel-procurement aciivities are ongoing and will define die utility's David Bodek 
operational and financial profile. The California Public Utilities Commission remains 
committed to providing relief in response to material changes in utility costs, which 
contributes to rating stability. The company exhibited gradual improvements in cash flow 
coverage measures at June 30, 2006, with fully adjusted FFO to interest coverage of 3.4x and 
FFO to totai debt of about 18%. 

PacifiCorp (A-/Stable/A-2 ) 

For the 12 months ended June 30, 2CX)6, PacifiCorp's cash flow coverage of interest and debt Swami 
stood at 3.3x and 16.8%, respectively. Recent Oregon and Utah settlements, while Venkataraman 
significantly below the original request, are consisient widi expectations in our 
forecast, although Washington continues to be a challenge on cost-allocation issues, The final 
criteria for the implementation of SB408 should have limited impact on PacifiCorp. We 
expect substantial equity contributions from MEHC to finance PacifiCorp's $6.4 billion five-
year capex program, The company received $73.6 million in second-quarter 2006. 

PanEncrgy Corp. ( BBB/Positive/~ ) 

See Duke Energy Corp. Dimitri Nikas 

PECO Energy Co. ( BBB-f/Watch Neg/A-2 ) 
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See Exelon Corp. Jeanny Silva 

Pennsylvania Electric Co. ( BBB/Stable/- ) 

See FirstEnergy Corp. Aneesh 
Prabhu 

Pennsylvania Power Co. C BBB/Stable/- ) 

Sec FirstEnergy Corp. Aneesh 
Prabhu 

Peoples E n e i ^ Corp. ( A-/Negalive/A-2 ) 

Peoples announced merger plans with WPS Resources Corp. (A/Watch Neg/A-l). Interim Jeanny Silva 
fmancials are negatively affected by the settlement charge related to gas purchase prudence 
proceedings that were settled in March 2006 and the write-off of $207 million of bad debl 
expense. 

Peoples Gas Light & Coke Co. (The) ( A-/Negaiive/A-2 ) 

See Peoples Energy Corp. Jeanny Silva 

PEPCO Holdings Inc ( BBB/Stable/A-2 ) 

The company's performance through 2007 should remain steady. The outcome of upcoming Genii Jepsen 
distribution rate filings in Marylartd will be important since supportive regulation would 
strengthen creditworthiness and financial performance. Creditworthiness would be bolstered 
by rate relief thai would ease strained cash fiow measures as a result particularly of power cosl 
defenals of at least one year from mid-2006. 

Piedmont Natural Gas Co. Inc ( A/Stable/-) 

Piedmont is waiting the PSCSC's approval of ils proposed rate change, which, if okayed, will Todd 
result in a S6.5 million revenue increase. The company also has a 50% interest in Hardy Shipman 
Storage Co.. which intends to build, own, and operate an underground interstate gas storage 
facility in Wesl Virginia. Piedmont's credil metrics were down slightly over die past 12 
months, with FFO interest coverage at 4.2x as of June 30, 2(X)6. 

Pinnacle West Capital Corp. ( BBB-/Stable/A-3 ) 

Principal subsidiary Arizona Public Service Co. is requesting a 21% increase in retail eleciric Anne Selling 
rates, but the commission staff recommended only 9.8%, slating that it may be difficult lo 
improve the company's weaketied financial profile. Base rates for fuel and purchased power 
arc benched to 2(X)3 cosis, and the company suffers from a relafively weak power supply 
adjuster that has led to about $175 millionasof June 30, 2006, and regulatory lag. Hearings 
on the rate case begin in October 2006. 

Pivotal Utility Holdings ( A-/Negaiive/- ) 

See AGL Resources Inc. Michael 
Messer 

PNM Resources Inc ( BBB/Negative/A-3 ) 

Credil ratios remain weak at PNM Resources, but we expect near-term improvement as the 
company has committed to paying down debl. When this is achieved, the credit quality of the 
consolidated company will depend on PNM's ability to manage Ihe retail business in New 

Chinelo 
Chidozie 
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Mexico, the competitive retail business in Texas, and the wholesale business in the Western 
elecu"ic markets. 

Portland General Electric Co. (BBB+/Negative/A-2 ) 

Higher operating costs and several forced outages at the 585 MW Boardman coal plant have Leo Carrillo 
resulted in weakened financial measures, wiih FFO/average total debt falling to a weak 18% 
for the 12 months ended June 30, 2006, versus 22% for die similar period ending Dec. 31. 
2(X)5. The plant retumed to service in July 2(X)6, after experiencing its third forced outage 
since October 2005, resulting in about $52 million in replacement power costs that Ihe 
company will seek to recover in a separate rate filing. In addition to die general rate case filed 
with state regulators in March 2006, Ihe company has already filed for defenal of those 
replacement power costs incuned through Feb. 5, 2006, when Boardman relumed to service 
after the first plant outage. Other factors supporting the negative outlook include weak 
projected financial metrics, litigation sunounding PGE's righl to eam a return on its Trojan 
investment, and the City of Portland's attempts to investigate PGE's taxes and trading 
practices. 

Potomac Capital Investment Corp. ( BBB/Stable/NR) 

See PEPCO Holdings Inc. Genii Jepsen 

Potomac Edison Co. ( BB+/Positive/-) 

See Allegheny Energy Inc. Aneesh 
Prabhu 

Potomac Electric Power Co. ( BBB/Stable/A-2 ) 

See PEPCO Holdings Inc. Genii Jepsen 

PPL Corp. ( BBB/Stable/- ) 

In 2006, PPL Corp.'s merchant assets benefit from higher energy prices in the PJM region and Aneesh 
the Pacific Northwest. Margins also benefit from a price escalator in its generation rate cap Prabhu 
with PPL Eleciric UUlities. Plant uprates and higher volumes on non-POLR volumes will aid 
cash flow through 2006. Still, the company needs a sustained period of current price levels to 
fund projected capital spetKling needs on pollution-control equipment. To ensure sufficient 
cash flow, the company has hedged output and coal requirements for 2006, and recently 
signed a long-term coal contract with Consol Energy iluough 2018. Liquidity remains 
adequate with about $2 billion availability under PPL Energy's credil lines, bul PPL's debt 
leverage remains high at about 56%. 

PPL Electric Utilities Corp. ( A-/Slable/A-2 ) 

The utility's fmancial profile continues to benefit from a $194 million rate increase in 2(X)4, Aneesh 
which also provided for recovery of all PJM-related transmission costs. Mild weather in the Prabhu 
first half of 2006 affected eamings modesdy. A lower court ruling revoked damages from a 
2(K)3 storm, but is being appealed. Operations continue to be in the top decile. 

PPL Energy Supply LLC ( BBB/Slabic/- ) 

Sec PPL Corp. Aneesh 
Prabhu 

Progress Energy Inc ( BBB/Posilive/A-2 ) 



MECO-1710 
DOCKET NO. 2006-0387 
PAGE 28 OF 45 

Financial pertormance for the 12 months ending June 30. 2006 improved slightly as the fuel Jodi Hecht 
surcharge for PEF and PEC continue. Adjusted FFO to average debt improved to 15% 
compared with 14% in the prior year. The short-term focus remains on the execution of the 
debt reduction plan as the company exits higher-risk busineses. 

PSEG Energy Holdings LLC ( BB-/Negative/B-2 ) 

See Public Service Enterprise Group Inc. Aneesh 
Prabhu 

PSEG Power LLC ( BBB/Nfegafive/-- ) 

See Public Service Enterprise Group Inc. Aneesh 
Prabhu 

Duke Energy Indiana Inc ( BBB/Positive/A-2 ) 

See Duke Energy Corp, Dimitri Nikas 

Public Service Co. of Colorado ( BBB/Stable/A-2 ) 

See Public Service Enterprise Group Inc. Aneesh 
Prabhu 

PuWic Service Co. of New Hampshire ( BBB/Stable/- ) 

See Northeast Utilities Andrew Watt 

Public Service Co. of New Mexico ( BBB/Negalive/A-3 ) 

See PNM Resources Inc, Chinelo 
Chidozie 

Public Service Co. otNorth Carolina Inc ( A-/Stable/A-J2LX 

See SCANA Corp. Dimitri Nikas 

Public Service Co. of Oklahoma (BBB/Stable/- ) 

See American Eleciric power Co. Inc. Todd 
Shipman 

Public Service Electric & Gas Co. ( BBB/Negaiive/A-3 ) 

See Public Service Enterprise Group Inc. Aneesh 
Prabhu 

Public Service Enterprise Group Inc (BBB/Negative/A-3 ) 

Meaningful debt reduction is contemplated, with the cash distributions from PSEG Energy Aneesh 
Holdings after die termination of merger proceedings with Exelon. Cash flow over the next six Prabhu 
months will benefit from revenue enhancements associated with the New Jersey Board of 
Public Utilities' most recent wholesale electricity auction and from operational improvements. 
Both electric and gas rate cases were delayed due lo merger proceedings, but are expected to 
tie filed soon. 

Puget Energy Inc ( BfiB-ZStable/- ) 

Regulatory support will be a decisive factor in driving possible rating improvement as the Leo Canil lo 
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company implements a $ 1.4 billion two-year capital prograra for 2(X)6 and 2007 that includes 
completion in 2006 of die 220 MW Wild Horse wind projecl. Puget's cunent rate case filing 
requests additional rate relief, a higher allowed ROE and equity ratio, approval of a major 
power-purchase contract and several major capital additions, and several major improvements 
to PSE's rate structure, including modificadon to its power cost adjustment mechanism and 
the addition of a gas "decoupling" mechanism and depreciation tracker. Balance-sheet 
measures are adequate, but cash flow measures are weak, with FFO/inlerest coverage of just 
2.4x for the 12 months ended June 30, 2006. 

Puget Sound Energy Inc ( BBB-/Stable/A-3 ) 

See Puget Energy Inc. Leo Canillo 

Questar Corp. ( - /- /A-2 ) 

The FERC recenlly approved Quesiar-owned pipeline expansion in southwest Wyoming. A Todd 
binding precedent agreeraent has already been made for up to 300,(XX) decalherms per day Shipman 
(Dth/d) of the 5(X),000 Dth/d expansion. Operaiing performance of the company's exploration 
and production unit continues to be sU'ong. Cash flow certainly is high for the remainder of 
2006, as the company has hedged about 70% of its anticipated natural gas production with 
fixed-price swaps. Credil measures are solid for the rating, with FFO interest coverage at 
11.4x for the 12 monlhs ending June 30, 2006. 

QuesUr Gas Co. ( A-/Slable/- ) 

Sec Questar Corp. Todd 
Shipman 

Questar Market Resources Inc ( BBB-fVStable/- ) 

See Questar Corp. Todd 
Shipman 

QuesUr Pipeline Co. ( A/Stable/- ) 

See Questar Corp. Todd 
Shipman 

Reliant Energy Inc { B/Negative/- ) 

Reliant has entered into a credil sleeve anangement wiih Menill Lynch for the retail electric Dimitri Nikas 
operations, under which Merrill Lynch will guarantee Reliani's energy purchases for a fee. The 
transaction is positive for credit quality because it will release considerable collateral currently 
held by counterparties. However, the transaction is contingent on Reliani's ability to obtain 
sufficient consent from exisfing bondholders. Reliant's credit-protection measures remain 
weak for the 12 months ended June 30, 2006, but could begin lo benefit once the price-to-bcat 
mechanism goes away beginning Jan. 1, 2(X)7. 

Reliant Energy Mid-Atlantic Power Holdings LLC ( B/Negalive/~ ) 

Sec Reliant Energy Inc. Dimitri Nikas 

Rochester Gas & Electric Corp. ( BBB+/Stable/A-2 ) 

See Energy East Corp. 

Rockland Electrk Co. ( A/Negative/A-1 ) 

Andrew Watt 
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See Consolidated Edison Inc. Kenneth L. 
Farer 

San Diego Gas & Electric Co. ( A/SiabIe/A-1 ) 

We expect continued stable financial performance from SDG&E and a reduction in dividends Swami 
to pareni Sempra Energy as SDG&E is entering a period of significant rale base growth in Venkataraman 
generation and transmission and is also in the process of contracting for substantial renewable 
assets. Cash flow coverages at the ufility weakened in Ihe second quarter owing to deferred tax 
reversals. Cash flow coverage of interest and debt dropped lo 3.2x and 14.7%, respectively bul 
are expected lo return lo historic levels. For 2(X)5. the ratios were 4.9x and 26.7%, 
respectively, justifying SEXJ&E'S higher raring. Key CPUC decisions expected in 2006 
ir>clude the participation in the SONGS steam generator replacemeni project and the advanced 
metering initiative. 

Savannah Electric & Power Co. ( A/Stable/- ) 

See Southem Co. Teny PraU 

SCANA Corp. ( A-/Slable/- ) 

SCANA is continuing with its efforts to moderate its financial risk profile through ongoing Dimitri Nikas 
maturity redemptions. The business risk profile remains strong, reflecring that SCE&G 
continues to contribute more than 90% of net income and 80% of cash flow, supported by a 
consiniclivc regulatory eniivironment and attractive service territory. Credit protection 
measures have weakened when compared with the 12 months ended June 30, 2(X)5. but remain 
adequate for the raring. 

Scottish Power Finance U.S. ( A-/Stable/- ) 

SPFUS serves as the guarantor for unrated operalions of PPM Energy and PPM Energy Swami 
Canada Ltd., which constitute substantially all of Scottish Power's operations in the U.S. Venkataraman 
SPFUS's-ffitings-are based-wholty-onthe-censoiidated credit strengdi of Scottish Power UK 
PLC, which has pledged to support SPFUS dirough an unconditional guarantee and support 
agreement SPFUS's guarantees are pari passu with the other senior unsecured obligations of 
Scottish Power and are rated "BBB-i-'. Certain obligations of PHI, the guarantor of PPM. 
remain with PHI. which is currently unrated. 

SEMCO Energy Inc ( BB-/Slable/- ) 

Recent refinancings are expected to help reduce the company's interest expense and should Todd 
improve some coverage metrics. However, SEMCO will remain challenged to reduce its high Shipman 
level of debt. A pending rate decision with the Michigan Public Service Commission could 
positively affect cash flow in the fulure if rale design changes are implemented. 

Sempra Energy ( BBB+yStable/A-2 ) 

Consistent and predictable finarKlai performance is expected at the utilities and Sempra 
Generation. Significant upcoming capital expenditures al the utilities, LNG 
projects, the Rockies Express pipeline, and perhaps additional nonregulated assets could limit 
the amount of debl that can be paid down. Under conservative assumptions for Sempra 
Commodities, ratios are expected to be weak for the rating in 2006 and 2007, with FFO 
coverage of interest and debl somewhat lower dian 4x and 23%. respectively. This is because 
Sempra invested substanrial sums in its LNG and pipelines businesses without any cash flows. 
For the 12 months ended June 30, 2006, these rarios stood at 4.1 x and 22.8%, respectively. 
Ratios will improve significantly from 2008 onward, even under conservative assumptions for 
SC. 

Swami 
Venkataraman 
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Sierra Pacific Power Co. ( BB-/Stable/- ) 

See Sierra Pacific Resources Swami 
Venkataraman 

Sierra Paciric Resources ( BB-/Stable/B-2 ) 

On SepL 22, 2006, Standard & Poor's raised ils corporate credil rating on Siena Pacific Swami 
Resources and its subsidiaries to *BB-* from 'B-t-', reflecting the cumulative effect of Venkataraman 
improved business and financial risk profiles. The business risk score improved to '5 ' from *6' 
owing lo a substantially improved and sustained regulalory relationship and asset acquisitions 
that have significantly reduced the utilities' short capacity and energy position. Prospects for 
fulure upgrades will be challenged by Ihe substantial capital expenditures at the utilities that 
will limit the ability to pay dovwi debt. For die 12 months ended June 30. 2006, FFO coverage 
of interest and debl stood al 2.5x and 10.2%, respectively, adequate for die rating. We forecast 
similar ratios in the next few years, but expect them to weaken during die construction of the 
Ely Center project 

South Carolina Eleciric & Gas Co. ( A-/Stable/A-2 ) 

See SCANA Corp. Dimitri Nikas 

South Jersey Gas Co. ( BBB-K/Slable/- ) 

Al June 30, 2(X)6, credil measures were appropriate for the current rating, with adjusted debt Kenneth L. 
to capital of about 55%, FFO interest coverage of about 3.5x, and adjusted FFO to totai debt Farer 
of 14%. Over the near term, financial ratios should remain appropriate for the current ratings, 
with continued ratings stability dependent on a moderate proportion of capital spending on 
unregulated pursuits, prudent financing of growth strategies, and a greater portion of 
consolidated cash flow from the regulated gas utility. 

Southem Caliromia Edison Co. ( BBB+/Stable/A-2 ) 

This utility's raring will continue to reflect Ihe interplay between ils affiliation with weaker, 
unregulated, competitive energy companies and the strong regulatory and statutory protections 
that limit Ihe extent to which the regulated utility can be called upon to provide capital 
contributions to unregulated affiliates. The Califomia Public Utilities Commission remains 
committed lo providing relief in response to material changes in utility costs, which 
contributes to rating stability. The company's stand-alone adjusted cash flow coverage ratios 
were strong at June 30, 2006, with FFO interest coverage of 5.5x and FFO lo tolal debl of 27% 

David Bodek 

Southem California Gas Co. ( A/Stable/A-1 ) 

The company continues lo generate solid and predictable eamings and cash flows. FFO Swami 
coverage of inierest and debt stood at a very su-ong 6.4x and 32.1%, respectively, for the Venkataraman 
12 months ended June 30,2006. Credit concems are minimal, with the utility in the midst of a 
$1(X) million to $200 million capex plan lo build gas storage, compression, and transmission. 
Dividends to parent Sempra are expected to continue al Ihe historical average. 

Southem Co. (A/Stable/A-1 ) 

Retail kilowatt sales were up 2.5% for the fu-st half of 2006 compared with first-half 2005, Terry Pratt 
mostly from customer growth and weather-related factors. Customer growth was 1.3% for die 
year ended June 2006. Mississippi Power continues to evaluate several options to recover the 
costs to repair Hurricane Katî ina damage, and federal grants could form part of die funding 
package. Adjusted funds from operalions (FFO) Interest coverage was 4.8x for the year ended 



MECO-1710 
DOCKET NO. 2006-0387 
PAGE 32 OF 45 

June 30,2006, and should be around 5x dirough 2008. 

Southern Connecticut Gas Co. ( BBB-f/Negative/- ) 

See Energy East Corp. 

Southem Electric Generating Co. ( A/Stable/A-1 ) 

See Southem Co. 

Southern Indiana Gas & Electric Co. (A/Stable/- ) 

Sec Vectren Corp. 

Andrew Watt 

Teny Pratl 

Gerrit Jepsen 

Southern Power Co. ( BBB+VStable/A-2 ) 

Souihem Power's business risk profiie has increased due to power plants in Florida and North Terry Pratt 
Carolina that are not fully contracted and the initiation of construction activities for new 
assets. Favorable to credit are new long-term supply agreements in North Carolina and 
Florida, and success in securing replacement PPAs forcapacity coming off of contract. For 
2006 to 2008, FFO to interest coverage averages 3.6x, FFO lo average total debl averages 
19%, and leverage will remain slighdy below 60%-assuming cunent acquisitions and 
conttacts agreements close as planned. For the year ended June 30,2(X)6, FFO/interesl 
coverage was 3.6x. 

Southwest Gas Corp. ( BBB-/Slable/- ) 

Credil measures are solid for ihe rating, and as expected, have showed signs of improvemeni Leo Canillo 
in 2006 with increased rate relief in Arizona. Southwest Gas' financial medics showed 
marked improvement for the first half of 2006, as the operating margin contribution of 
continued cuslomer growth and rate relief in Arizona offset the effects of another mild winter. 
On Feb. 15. 2006, die Arizona Corporation Commission authorized a $49.3 million rate 
increase, which was below management's request and implied an ROE of only 9.5%. 
Improving regulalory treatment in Nevada, where the company currently has a pending 
request for a weather-normalization adjustment mechanism, could further improve die 
company's regulatory profilc. 

Southwestem Electric Power Co. ( BBB/Stable/- ) 

See American Electric Power Co. Inc. Todd 
Shipman 

Southwestern Public Servtce Co. ( BBB/Stable/A-2 ) 

See Xcel Energy Inc. David Bodek 

System Energy Resources Inc (BBB-/Waich Neg/- ) 

See Entergy Corp. Dimih-i Nikas 

Tampa Electric Co. ( BBB-/Stable/A-3 ) 

Tampa Electric Co.'s cash flow should benefit from deferred fuel cost recovery, partially Jodi Hechi 
funding elevated capital spending for environmental compliance and incremental peaking 
capacity. The utility's ratings are supported by strong custoraer growth, minimal reliance on 
industtial load, a sttong regulated local gas distribution unit, and a supportive regulalory 
environment. 
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TECO Energy Inc ( BB/Stable/B-1 ) 

TECO Energy Inc. has completed selling subslanially all its merchant power a.ssels and is Jodi Hecht 
refocusing on its core regulated business. Its utility, Tampa Electtic, is concentfating on 
meeiing the strong demand growth of its market The company intends lo build cash and 
refinance opportunistically ahead of sizable 2007 maturities. The idling of the synthetic fuel 
operalions, which make up a substantial component of consolidated cash flow, reduced excess 
cash flow and slowed die pace of debt reduction. Debt incuned to pursue a merchant sttaiegy 
continues to drag on financial measures and credit quality. 

Texas-New Mexico Power Co, ( BBB/Negative/- ) 

See PNM Resources Inc. Chinelo 
Chidozie 

Thermal North America Inc ( BB-/Slable/- ) 

TNA continues to plan modifications to ils credil agreement to manage a slight default in a Terry Pratt 
leverage lesl, which occuned mainy due to exceptionally warm weather in early 2006, We 
continue to expect that overall cash flow will be reasonably stable with modest growth. Cash 
flow in second-quarter 2(X)6 was also below forecasts due to adjustments to prior period 
results and lower eamings at Grey's Feny. FFO to interest expenses was about 2.4x for the 
year ended June 30, 2CX)6 (which includes operalions before financial closure in Ctetober 
200-;). 

Toledo Edison Co. ( BBB/Stable/- ) 

See FirstEnergy Corp. Aneesh 
Prabhu 

Tucson Electric Power Co. ( BB/Slable/B-1 ) 

Strong cash flows are an important credit aliribuie of this very leveraged company, with parent Anne Selling 
UniSource expecting lo fund rising capital expenditures intemally and slowly work toward 
paying down Tucson Electi-ic Power Co. debt and capital lease balances. Due lo a rate cap in 
place through December 2008, TEP remains vulnerable to unplanned outages at its coal plants. 
but the units' strong performance this year so far, which are assisting a significanl 
improvement in cash flow measures, is expected to continue through 2006. The Arizona 
Corporation Commission has initiated a proceeding to determine how TEFs rates will be set 
after the rate cap expires in 2008. Hearings are scheduled for January 2007. 

TXU Corp. ( BBB-/Ncgarive/" ) 

The negative outlook conrinues lo reflect die potential for a lower rating once the financial Teny Pratt 
effects of TXU's planned $10 billion program to build 11 coal-fired power plants is factored 
into the consolidated rating. Retail custoraer counts continue lo decline. For Ihe 12 monlhs 
ended June 30, 2006, adjusted FFO to interest was 5.1 x and adjusted FFO to average total debl 
was 27.4x. However, leverage remains high compared with peers, as measured by an average 
lotal debt to lotal capital ratio of about %%. 

TXU Electric Delivery Co. (BBB/Negative/- ) 

See TXU Corp. Teny Pratt 

TXU Energy Co. LLC ( BBB-/Negative/- ) 

See TXU Corp. Teny Pratt 
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TXU U.S. Holdings Co. ( BBB-/Negalive/- ) 

See TXU Corp. Teny Pratt 

Union Electric Co. d/b/a AmerenUE ( BBB/Watch Neg/A-2 ) 

See Ameren Corp. Barbara 
Eiseman 

United Water New Jersey ( A-/Walch Pos/- ) 

See United Waterworks Plana Lee 

United Waterworks ( A-/Watch Pos/-) 

If the combined entity were to spin off the United Water asseis. United Water New Jersey's Plana Lee 
and United Waterworks' stand-alone credit quality could be in the 'BBB' raring category, 
particularly if intermediate parent United Water Inc. retains its riskier contract-management 
segment. The company's FFO interest coverage was 3.6x for the 12 months ending June 2(X)6. 

Vectren Corp. ( A-/Stable/- ) 

Warmer-than-normai weather had a better impact on margins. Revenues have increased for all Gerrit Jepsen 
three utilities based on rate increases achieved during 2(X)5. Unregulated activities continue to 
providr rjositive income al an arm's length and mostly support regulated operations. Interim 
financial ratios are in line with expectations and rating level. 

Vectren Utility Holdings Inc ( A-/Slable/A-2 ) 

See Vectren Corp. Genii Jepsen 

Virginia Electric & Power Co. ( BBB/Stable/A-2 ) 

See Dominion Resources Inc Aneesh 
Prabhu 

Washington Gas Light Co. ( AA-/Negative/A-

See WGL Holdings Inc. Jeanny Silva 

West Penn Power Co. ( BB+/Positive/- ) 

See Allegheny Energy Inc. Aneesh 
Prabhu 

Westar Energy Inc ( BB-t-/Positive/- ) 

Second-quarter results improved due to increased retail electric sales, higher rates, and lower Barbara 
interest expense. Key financial metrics also strengdiened and are marginally commensurate Eiseman 
with investment grade levels. The Kansas Court of Appeals' rejection in July 2006 of parts of 
the Kansas Corporation Commission's (KCC) December 2005 rate order could lead to a 
material rate reduction or cuslomer refund, thereby affecting Westar's steady financial 
improvement. Weslar has filed a petition for review with the Kansas Supreme Court. If the 
Supreme Court does not grant petitions for review or affirms the decision of the iosver court. 
the case will go back to the KCC. 

Western Massachusetts Electric Co. ( BBB/Stable/- ) 
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See Nordieast Utilities Andrew Walt 

WGL Holdings Inc ( AA-/Negalive/A-l ) 

We could lower ratings if WGL fails to implement a regulatory mechanism for reducing Jeanny Silva 
weather- and conservation-related volatility In Virginia, if capital spending for the pipeline 
rehabilitation project increases substantially over current estimates, or if the company's 
consolidated financial performance and liquidity position do not adequately offset the risk 
associated with relail energy marketing. During the 12 months ended June 2006, adjusted FFO 
10 lolal debl (excluding pension adjustments) was 26%. Adjusted debt to capital (excluding 
pension adjustraents) was 44%. 

Wisconsin Electric Power Co. (A-/Negalive/A-2 ) 

See Wisconsin Energy Corp. Genit Jepsen 

Wisconsin Energy Corp. (BBB+/Negalive/A-2 ) 

Wisconsin Energy's financial measures have been mixed for the raring during a heavy 
con.struclion program, but there has been some improvemeni in cash flow proiccrion measures 
following the last rate iiKrease. Maintaining this improvement wilt depend highly on 
supportive rate treatmenl and prudent execution of the capital spending program. 

Genii Jepsen 

Wisconsin Gas LLC { A-/Negative/A-2 ) 

See Wisconsin Energy Corp. 

Wisconsin Power & Light Co. ( A-/Siable/A-2 ) 

See Alliani Energy Corp. 

Wisconsin Public Servke Corp. { A/Waich Neg/A-1 ) 

See WPS Resources Corp. -

Genii Jepsen 

Jeanny Silva 

Jeanny Silva 

WPS Resources Corp. ( A/Walch Neg/A-l ) 

WPS was placed on Watch negative after announcing il planned to merge with lower-rated Jeanny Silva 
Peoples Energy Corp. The potential stock-for-stock merger presents the following concems: 
higher regulatory risk (Peoples operates in die currently politically volatile Illinois market), 
Ihe potential for additional energy marketing activities, exposure to oil and gas exploration 
and production activities, and additional integration risk. High leverage al Peoples Energy, and 
WPS' commiimeni to increase the dividend paid to cunent WPS shareholders by 16,8% also 
pressure ratings. WpS's adjusted credit metrics are cunently very weak for the rating 
(reflecting high levels of short-term leverage), with adjusted FFO to loial debl for die 12 
monlhs ended June 2006 at about 10% (including pension adjustments). 

Xcel Energy Inc ( BBB/Stable/A-2 ) 

Xcel Energy's several subsidiaries are engaged in numerous rate proceedings that will be David Bodek 
important determinants of future credit quality. The consolidated cash flow coverages remain 
very steady as of June 30, 2006, with FFO inierest coverage of 3.4x and FFO to lotal debt of 
about 16%. 

Yankee Gas Services Co. ( BBB/Siable/- ) 

See Northeast Utilities Andrew Watt 
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York Water Co. (The) ( A-/Slable/- ) 

The company continues Co grow organically and through small acquisitions. The use of Plana Lee 
proceeds from the expected issuance of equity and long-term debt later in 2(H)6 to repay short-
term debt should strengthen credil metrics. However, upward raring potential in the near terra 
is unlikely, given the company's lack of free cash flow and substantial capital expenditures 
expected in 2006. The company's FFO interest coverage was 3.2x for the 12 months ending 
June 2006. 

"Ratings are as of Oct. 25, 2006. 

Quarterly Rating Activity 
Table 2 

i ; 

Issuer To From Date Reason 

Ameren Corp. BBB/Walch Neg/A-3 BBB+/Walch Neg/A-2 Oct. The rating aciion on CIPS, CILCORP, 
5, CILCO, and IPC (Ihe Illinois utilities) 
2(X)6 reflects serious concem over the financial 

health of these companies Ihat possible 
legislation mandating an eleciric rate 
freeze extension of up to diree years has 
raised. Lower ratings on Ameren, UE, 
and AB3C refleci deterioration in the 
consolidated business profile and 
financial metrics, which were somewhat 
subpar for the previous rating level, 
compounded by the stress of near-term 
weakening of Ihe Illinois utilities, which 
accouni for roughly 30% of Ameren's 
funds from operations and operating 
income. Also of concem is the credit 
exposure of power suppliers to the Illinois 
utilities. Under Illinois' restructuring law, 
generators are unable to require collateral 
postings from die utilities as credit quality 
deteriorates. Therefore, in Ihe event of a 
utility insolvency, AEGC could face a 
liquidity cmnch. 

AmerenEnergy 
Generating Co. 

BBB-/Watch Neg/- BBB-K/Watch Ncg/-

Aquila Inc. B/Watch Pos/B-2 B-/Watch Pos/B-3 

Atlantic City 
Eleciric Co. 

BBB/Stable/A-2 BBB-f/Waich Neg/A-2 

Oct. See Ameren Corp. 
5, 
2006 

Sept. The upgrade reflects the company's 
1, improved business risk profile, significant 
2006 debt reduction and plans for further 

deleveraging, expected cash-flow 
improvement, and lower ongoing 
working capital requirements. 

Aug. Sec PEPCO Holdings Inc. 
7, 
2006 
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Baltimore Gas 
& Eleciric Co. 

Carolina Power 
& Light Co 
d/b/a Progress 
Energy 
Caroiinas Inc 

Central Illinois 
Light Co. 

Central Illinois 
Public Service 
Co. 

CILCORP Inc. 

BBB-f/Watch Pos/A-2 BBB-t-/Watch Dcv/A-2 

BBB;Posilive/A-2 

BBB-/Watch Neg/~ 

BBB-/Walch Neg/-

BBB-/Walch Ncg/-

BBB/Stab(e/A-2 

BBB-^/Watch Neg/-

BBB+/Watch Neg/-

BBB+/WatchNeg/-

Sepl. 
14, 
2006 

July 
25, 
2006 

Oct. 
5. 
2006 

Oct. 
5, 
2006 

Oct. 
5, 
2006 

See Constellation Energy Group Inc 

See Progress Energy Inc. 

See Ameren Corp. 

See Ameren Corp. 

See Ameren Corp. 

Commonwealdi BBB-/Waich Neg/A-3 BBB+/Watch Neg/A-2 Oct, See Ameren Corp. 
Edison Co. 5, 

2006 

Consitiiaiion BBB+/Watch Pos/A-2 BBB+/Walch Dev/A-2 Sept. The CreditWatch implications revision 
Energy Group 14, followed the completion of our annual 
Inc. 2006 review of the company and its conclusion 

that the company's currenl credil profile is 
'BBB+' and is not likely lo fall in die near 
term. The revision is nol based on our 
expectation of a successful raergw with 
the FPL Group; however, if 
consummated, this merger could resuh in 
higher ratings, dius the positive 
CreditWatch. 

Dayton Power BB+/Positive/-
& Light Co. 

Delmarva BBB/Stable/A-2 
Power & Light 
Co. 

DPL Inc. BB+/Posilive/-

BB/Posilive/-

BBB+/Walch Neg/A-2 

BB/Posiiive/-

Aug. See DPL Inc. 
I, 
2006 

Aug. Sec PEPCO Holdings Inc. 
7, 
2006 

Aug. The rating action incorpon 

Duke Capital 
LLC 

BBB/Posirive/A-2 BBB/Developing/A-2 

1, corapany's continued improvement in its 
2006 financial profile with the reduction of 

about $450 million of debt and improved 
cash flow generation from its its core 
utility operalions as well as its focus on 
improving its intemal control and past 
corporate governance issues. 

Sept, The rating action on Duke Energy and 
13, Duke Capital reflects die assessment of 
2006 Duke Energy's proposed separation of the 

natural gas transmission, distribution, and 
processing operations into a separate 
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Dynegy 
Holdings Inc. 

B/Waich Dev/- B/Stable/-

Dynegy Inc. B/Waich Dev/B-2 B/Slable/B-2 

Edison 
Inleraational 

BBB-/Stable/- BBB/Stable/-

Bdison Mission 
Energy 

BB-/Posirive/~ B+/Posltive/-

Edison Mission BB-/Posirive/- B+/Positive/-

entily through a lax-free spin-off effective 
Jan. 1, 2007. which could result in higher 
ratings of up lo two notches from cunent 
levels for Ihe newly created gas company. 
When the new gas company is created, il 
is expected diat the senior unsecured debt 
rating on Duke Capital will be one notch 
below the final corporale credit rating. 

SepL See Dynegy Holdings Inc. 
18, 
2006 

Sept. The CreditWatch placement follows 
18, Dynegy's amiouncement that it will 
2(X)6 acquire the assets of LS Power Group, a 

privately held power plant investor, 
developer, and manager and acquire a 
50% interest in a project development 
joint venture with LS Power. Under the 
terms of the transaction. LS Power will 
receive 340 million shares of Dynegy 
common sUK;k plus $ 100 million in cash 
and a $275 million Dynegy junior 
subordinated note. The combined entity 
will also assume about $ 1.8 billion in net 
debt from LS Power. 

Sept. The rating on Rosemead, Calif.-based 
29, holding company Edison Intemational 
2006 was lowered to reflect the corapany's 

sfrategic shift, whereby management has 
revised die company's objectives to 
facilitate the pursuit of growth 
opportunities available to the unregulated 
members of die Edison family of 
companies and to benefit shareholders. 
The first evidence of the iraplementalion 
of this strategic shift can be found in 
Edison Capital's April 2006 contribution 
to Mission Energy Holding Co. of its 
ownership interests in wind projects and a 
biomass projecl with an aggregate book 
value of about $76 million. 

Sept. The upgrades reflect the movement of the 
29, afTccled companies* credit quality toward 
2006 Ihe consolidated Edison International 

companies' credit qualily. The rating 
upgrades coincide with the downgrade of 
Edison International lo 'BBB-' from 
"BBB'. The rating action on Edison 
International also reflects the movemeru 
toward a consolidated credil profile of the 
parcni and ils unregulated subsidiaries. 

Sept. See lidison Mission Energy 
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Energy 
Funding Corp. 

Edison Mission BB-/Positive/-
Markeling and 
Trading 

Entergy BBB/Negative/-
ArkansasInc. 

Entergy Corp. BBB/Negative/-

B+/Posilive/-

BBB/Walch Neg/-

BBB/Watch Neg/-

Entergy Gulf 
Slates Inc. 

Entergy 
I.x)uisiana 
Capital I 

Entergy 
Louisiana 
Holdings Inc. 

Entergy 
Louisiana LLC 

Entergy 
Mississippi Inc. 

BBB/Negative/-

BBB/Negative/-

BBB/Negative/-

BBB/Negative/-

BBB/Ncgative/-

Exelon Corp. BBB+/Stable/A-2 

Florida Power BBB/Positive/A-2 
Corp d/b/a 
Progress 
Energy Florida 
Inc 

BBB/Walch Neg/-

BBB/Waich Neg/-

BBB/Watch Neg/-

BBBAVatch Neg/-

BBB/WaichNeg/" 

BBB+/Walch Neg/A-2 

BBB/Stable/A-2 

Forida BBB/Positive/A-2 BBB/Slable/A-2 

29. 
2006 

Sept. See Edison Mission Energy 
29, 
2006 

July See Entergy Corp. 
20, 
2006 

July The ratings affu"maiion recognizes the 
20, increased probability Ihal Enlei^y will 
2(X)6 recover a substantial portion of hunicane-

related storm cosls incuned in 2(X}5. Still, 
uncertainty exists regarding the ultimate 
level and timing of Ihe recovery, which is 
reflected in the negative ouUook. The 
negative outlook also reflects increasing 
pressure on the consolidated company's 
business profile from regulatory 
challenges in several jurisdictions 
combined and a larger portion of asseis 
being involved in nonregulated ventures 
such as the firm's recent armounccmenl to 
purchase the Palisades nuclear plant from 
Consumers Energy Co. 

July See Entergy Corp. 
20, 
2006 

July See Entergy Corp. 
20, 
2006 

July See Entergy Corp. 
20, 
2006 

July See Entergy Corp, 
20, 
2006 

July See Entergy Corp, 
20, 
2006 

Sept. The CreditWatch resolution follows 
15. Exelon's announcement that it has 
2006 terrainated ils merger agreement with 

lower-rated Public Service Enterprise 
Group Inc. 

July See Progress Energy Inc. 
25, 
2006 

July Sec Progress Energy Inc. 
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Progress Corp. 

niinois Power 
Co. 

Midwest 
Generation 
LLC 

Mirant 
Americas 
Generating 
LLC 

Mirant Corp. 

BBB-/WatchNeg/-

BB-/Posirive/-

B-f/Watch Neg 

B•^/Walch Neg 

BBB+/Watch 

B+/Positive/-

B+/Siable/-

B+/Stable/-

Neg/-

25, 
2006 

Oct. See Ameren Corp, 
5, 
2006 

SepL See Edison Mission Energy 
29, 
2006 

July See Mirant Corp. 
11, 
2006 

July The CreditWatch listing fol 
11, Mirant's announcement thai they will buy 
2006 back up to 43 million coraraon shares 

with cash on hand and cash to be freed up 
from a near-term recapitalization of ils 
Philippines business. Mirant also 
announced that its Pttilippines and 
Caribbean businesses will be sold through 
an auction process. The use of cash to 
buy back the company's common slock 
will reduce Mirant's liquidity position to 
levels below those established when the 
company emerged ft^ra bankruptcy in 
late 2005. 

Mirant Mid-
Atlantic LLC 

Mirant North 
America LLC 

Mission Energy 
Holding Co. 

Nevada Power 
Co. 

B-f/Waich Neg 

B-*yWatch Neg 

B/Posilive/-. 

BB-/Stable/~ 

B-f/Stable/-

B+/Slable/-

B-/Positive/" 

B-fVSiable/-

July See Mirant Corp. 
It, 
2006 

July See Mirant Corp. 
11. 
2006 

Sept. See Edison Mission Energy 
29, 
2006 

Sept, See Sierra Pacific Resources 
22. 
2006 

PEPCO BBB/Slable/A-2 
Holdings Inc. 

BBB+/Watch Neg/A-2 Aug. The downgrade reflects our view that 
7, regulatory risk is increasing, and dial 
2(X)6 finarKial measures that have hislorically 

been weak for the rating level are not 
expected to improve to levels 
commensurate with a 'BBBV rating in Ihe 
near term. 

Potomac 
Capital 
Investment 
Corp. 

Potomac 

BBB-/Stable/-

BBB/Stable/A-2 

BBB/Watch Neg/- Aug. Sec PEPCO Holdings Inc. 
7, 
2006 

BBB+/Watch Neg/A-2 Aug. See PEPCO Holdings Inc. 
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Electric Power 
Co. 

Progress BBB/Positive/A-2 
Energy Inc. 

PSE&G Capital BBB/Negative/-
Trustl 

PSEG Power BBB/Negative/-
LLC 

Public Service BBB/Ncgative/-
Electric & Gas 
Co. 

Public Service BBB/Negaiive/-
Enlerprise 
Group Inc. 

Siena Pacific BB-/Slable/-
Power Capital I 

Sierra Pacific BB-/Stable/-
Power Co. 

Siena Pacific BB-/Stable/-
Resources 

BBB/Slable/A-2 

BBB/Walch Dev/-

BBB/Walch Dev/-

BBB/Waich Dev/-

BBB/Waich Dev/--

B+/Stable/~ 

B+/Stable/-

B-f/Stable/-

System Energy BBB/Negative/-
Resources Inc. 

BBB/Watch Neg/-

7. 
2006 

July The outlook revision refiects the 
25, company's progress in reducing debl 
2(X)6 levels at Ihe holding company and 

expects future financial performance to 
achieve 'BBB+* financial benchmarks. 

Sept. See Public Service Enterprise Group 
15, 
2006 

Sept. See Public Service Enterprise Group 
15, 
2006 

SepL See Public Service Enterprise Group 
15, 
2006 

SepL We affirmed our "BBB' corporate credit 
15, raring on diversified energy company 
2006 Public Service Enterprise Group and its 

units. PSEG Power and Public Service 
Eleciric & Gas Co. following the 
terminalion of ils merger agreement with 
Exelon Corp. 

SepL See Siena Pacific Resources 
22, 
2006 

SepL See Siena Pacific Resources 
22, 
2006 

SepL The raised rating reflects ihe cumulative 
22, impact of a substantially improved 
2006 regulalory relationship with die Public 

Utilities Commission of Nevada (PUCN), 
improved liquidity, asset acquisitions that 
have significantiy reduced die utilities' 
short capacity and energy position, and 
financial restructuring that included 
conversion of more Ihan $500 million of 
hybrid securities into equity in 2005, die 
recent issue of $280 million in new 
equity, and the pushing out of debt 
maturities into later years. Standard & 
Poor's also viewed favorably, and 
factored into the raring, the expected 
recovery of $180 million in defened costs 
that were disallowed in 2(X)2. 

July See Entergy Corp. 
20, 
2006 

Union Electric BBB/Watch Neg/A-3 BBB-»-/Watch Neg/A-2 OcL See Ameren Corp. 
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Co. d/b/a 
AmerenUE 

Wisconsin 
Public Service 
Corp. 

WPS 
Resources 
Corp. 

A/Watch Neg/A-l 

A/Watch Neg/A-l 

A/Negarive/A-1 

A/Negative/A-1 

5, 
2006 

July 
10, 
2006 

July 
10, 
2006 

See WPS Resources Corp. 

July The rating action was in response lo Ihe 
announced stock-for-stock merger 

2006 between WPS Resources and lower-rated 
diversified energy company Peoples 
Energy Corp. The CreditWatch listing on 
WPS reflects concems ihat the company's 
credit profile will be pressured by the 
following post-merger factors: 
iniroduction to the challenging Illinois 
regulatory environmenL heightened 
exposure to energy marketing activities, 
exposure to ihe volatile oil and gas 
exploration and production sector, high 
leverage at Peoples Energy, and a 
commitment to increase the dividend paid 
to cunent WPS shareholders by 16.8%. 

*Date= represent the period from July 10. 2006 through OcL 25, covered by this reporl card. 

Ratings Trends 
Charts 
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® Standard S Poor's 2006, 

Selected Articles 
Table 3 

JfiSgEBaHDJUaaSME 

Article title 

Credit FAQ; Could Power Outages At Consolidated Edison Dim Ils Ratings? 

Credil FAQ; Missouri's New Power Cost Recovery Rules Should Bolster Urilities' Credil Qualily 

Credil FAQ: S&P Introduces Reconciliation Tables To Show Analytical Adjustments To Global 
Utilities' Financial Slaiemenls 

Credit FAQ: What Assets Sales And A Slock Buy-Back Mean For Mirant Corp.'s Ratings 

Criteria: S&P Updates U.S. Merchant Power Rating Methodology And Power Price Assumptions 

Key Credit Factors: Assessing U,S. Vertically Integrated Utilities' Business Risk Drivers 

Key Rating Factors For Water Companies Around The World 

Proposed New Long-Term Capacity Markets In The Eastern U.S. Are Favorable For Electric 

Published 
date 

Aug. 22, 
2006 

Sept. 29. 
2006 

OcL 11, 
2006 

Aug. 31, 
2006 

Aug. 24, 
2006 

SepL 14, 
2006 

July 17, 
2006 

SepL 15, 
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Generators 

Recovery Reporl: Regency Gas Services' Proposed $850 Million Senior Secured Credit Facility 

Right-Way Risk Can Enhance Hedging Capabililies Of Higher-Risk US. Energy Companies 

Tucson Electric Power's Risks Of Meeting Summer Peaks Offset By Its Coal Fleet 

U.S. Public Power Utilities" Self-Governance Bolsters Credit Quality 

Contact Information 
Table 4 

2006 

July 13, 
2006 

SepL 11. 
2006 

July 13. 
2006 

July 19, 
2006 

Credit Analyst 

David Bodek, Director 

Leo Carrillo, Associate Director 

Chinelo Chidozie, As.wK:iale 

Richard CortrighL Jr.. Managing 
Direcior 

Ralph DcCesare. Director 
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Location 
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(1)415-371-
5077 

(1)212-438-
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4682 
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MBorfyfB AWHtoM •vrvfaa 

CntSt Opinion: Hawaiian Etectrlc Company, Inc. 

HHmlltm Etoctite Company,.lw^^ 

HoncAjlu. HawaS. United States 

Global Credit RevBoroh 
Crsdtt OpiiUon 

21 DEC 2006 

Category 
Outtook 
iBsuer Rat)r>g 
Prslerred StocK 
Bkd Commercial Paper 
Parvnt: Hawreilftfi Electrk: Industries, Inc. 
Outlook 
Senior Unsecured 
Bkd Commfirdal Paper 
HECO Capital Truit ID 
Outlook 
Bkd PrefemKt Stock 

O o n t a r t * - : v!:-; ••.,,•:;::?!'/.•:; ;.---^''",-\;;,'-'. 

Amtyst 
A J . Sabatelle/Mew York 

Moody'i Rating 
Stable 
8aa1 
BaaS 

P-2 

Stable 
Baa2 

P-2 

Stable 
BaaZ 

• ; : > • . . : . , ^ - : ; - ^ , T ; ; ; ; ; ; . -

Pttorte 
1,212.553,1653 

O306LTM 
4.4 

1»J% 
15.0% 
73.2% 
49.2% 
8.2% 

» 0 6 
4.7 

19.6% 
14.5% 
68.7% 
49.6% 
8.6% 

2t)04 
4.6 

20 J % 
18.9% 
87 J % 
47.1% 
10.6% 

2003 
4.B 

22.0% 
14.3% 
86.1% 
47.6% 
12.9% 

2002 
4,4 

21JI% 
15.6% 

124.7% 
49.8% 
16.4% 

Laura Schuirtacher/New York 
VMHiam L Hesa^^ew York 

Hawaiian Electric Company, Inc. 

(CFO Pra-W/C *• Interest) / Interest 
(CFO Pre-W/C) / Debt 
(CFO Pre-wyC - DvWenda) / Debt 
(CFO Pre-W/C - DvWenda) / Capex 
Detn / Book CapltatLzation 
ESrrDA Margin 

Not»: For deHniHona of Moody's most common raVo terms ptaase sea tha accompanying USH^SJQiiifie-

Company Profile 

iiawailan Electric Company, Inc. (HECO) and Its operating Aubsicflaiies, Maui Electrk: Company. Llmitad (MECO) 
and Hawaii Electic Light Company. IrK. (HELCO) are regulated electrk: publk: utilities ttiat provide electrictty to 
95% ot the state's 1 ̂  miDion tesktents on the Islands of Oahu. Maui, Hawaii. Lanai and Motokai, HECO serves the 
islarxl of Oahu: MECO serves the islands of Maui, Motokai, and Land; and HELCO serves Ihe island of HawaH. 
HECO Is a wtiolly-owned subsidiary of Hawaiian Electric Industries, Inc. 

Rating RaUonala 

HECO's Baal Issuer idling reflects the relative eamings and cash flow stability ol this verttoally Integrated utiftty, 
the relatively strong service territory growth that continues at HECO and its subskHartes, the company^ 
canaervative financial managemenL inctuding Its back-to-t>astes business strategy, and the hlstoricaBy strong 
flnarkdal metrics that have resulted tor this medium size uUBty. The rating also considers tfie increasirtg size ot the 
company's capital pnigrams, Ute rwed for timety regulatory support to help finance capital investment and to 
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maintain credit quality, and Iha associated chaltenges to implement rate tncraases In a state where retail electrk: 
rates are high. 

Kay Credit Factor* 

1. HIstoricaJly, HECO has produced relatively stable credit metrics. 

HECO t\as histortcatty been a stable producer of earnings and cash (kiw due to its postton as a varticalty 
integrated utBBy that serves 95% of the state, a growing servke territDry, and the receipt of incremental rate relief, 
indiMJIng the September 2005 Interim rata dectston from the Hawai Publk; UtUUes Comrnisston (Hawaii PUC), For 
the past three years, HECO's mtto of cash flow to ac^sted debt has averaged around 20% and the ratio ot cash 
flow to ac%isled irtteresi has averaged around 4.5 Hmes over the same perk>d. These financial measures, which 
Incorporate Moody^ standard ac^uslmenta, era consistent with e high Baa retad vertk^Jly-lnlegralsd utUfty and are 
in accordanca with the guklelines in Moody's raltog methodotogy tor elactric unities in the rnkf-range of the 
meifum gtobal risk category. 

2. Relatively strong service territory growth that continues to (fiversify 

During 2005, the state's economy grew by 4.0% end it b expected to grow at arouna 3.3% tor 2006. Economic 
growth conllnues to be fueled by strength In the tourism sector and from growtti by the federal govemment. 2005 
was a record year for tourism In hfawaii, with visitor days exceeding the 2004 record by 7.7%. For the first eight 
months of 2006, visitor days were reladveiy flat compared to the same perkx) tor 2005, but axpendituree were up 
4,5%, In recent years, tfie growth of federal govemmenl spendlrtg, prindpally military spending, has caused the 
Hawaiian economy to become less dependent upon tourism as a prfaidpal source of ecoftomic ejipanskin. For 
example, total federal govemmenl expenditures in Hawaii, including military expenditures, were $12.2 billion in 
ftscat year 2004, an Increase of B% over fiscal year 2003. Military spending, which is 39% of federal expenditures 
In Hawaii, increased 6% In fiscal year 2004 compared to fiscal year 2003. 

3. Regulatory Support Remains Ciittoal to Maintenance of Cretfit Quality 

As noted in Moody's Rating Methodology tor Qlobal Regulated Electric Utattles, the supportiveness of the 
regulalory frameworti under which a ufflliy operates te a CTMCSI rating lactor. While reguiatoiv decistona randeied 
by the Hawaii PUC have generally resulted In supportive outcomes, Moody's notes ar> Increasing degree of 
regulatory lag that exists In reacfiing final dedsions In Hawaii. For exampte, HECO Is still operattog under an 
interim order react>ed in September 2005 and atong with subsidJaifes, MECO and HELCO, have either filed or 
intend to file addtfonal rate requests In the near future due tc the need to recover higher operating expanses, 
AddltionaHy, supply and reilabllity related Issues have surfaced throughout the stats due to tfie growth In the 
economy and tlie age and Ineffk îefwy of some ol ths existing resources in the state. Given tha increasing need for 
ad<filional generatton and raBabillty related resources, timely end supportive regulatory dedstons remain key lo the 
maintenarvM ot HECO's credil qualrty. 

4. Capita) Programs for Utittty Infrastmcture Has Increased. 

Capital expenditures for 2004 and 2006 exceeded $200 mltHon annuaDy and capital expenditurss for 2006 are 
expected to be in a similar range. Most of the capital Investment has been associated with transmlsston and 
dfstrlbution investments as well as new generation resources, all Irnended to meet growing demand and to improve 
rellablltty ar>d supply opitorts Ihal exist on an aging electric system. HECO has also invested heavily in dernand 
skle management progtams that are intended to reduce consumptton arKJ head of) the rraed tor additional peak 
Ume resoumes. ReflekSfve of this capital investment requirement tias been HECO's incraasa In operation and 
maintenance expense associated with their need to operate older, less efftoient generation more frequenlty in 
order to satisfy higher demaiKl requirements. HECO and Its subskliaries' ability to obtain timsty and supportive 
regulatory treatment tor Its capital Investmeni program remains an importfint rating oonskieration. 

Rating Outlook 

HECO's etaUe rating outlook reflects an expectation that the company vdt cwilinue to manage its growth tn a 
conseivallve tasfiion, ttiat Umely regulatory support for the company's ^eable capital program will occur, and that 
management will remain focused around its current tiadcto-bastos business stmtegy. 

What Could Change the Rating - Up 

In Kifit of the dzeaUe capital Investment programs and the uncertainty that surrounds associated rate case 
decisions and rate requests contemplated by HECO and Its subckJiaries, Rmited naar-teim prospects exist for tt>e 
rating to be upgraded. 

What Could Charqe the Rating - Down 

The rating could be downgraded shouti weaker than expected regulatory support emerge. Including me 
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continuation of regulatory lag, which ultimately causes eamings and sustainabta cash flow to suffer. 

Rating Factor* , . -

Hawaiian Electric Company, I IK . 

Select Key Rattoe for Qtobal Regulated Electrk: 
Utilllles 

RatJng" ; >':^-'./-•'" 

Level olBusfitetc Risk 

CFO pre-W/C to Interest (x) [t] 

CFO pre-W/C to Debt (%) [1 ] 

CFO pre-W/C - DIvklends to Debt (%) [1 ] 

Total Debt to Book Capitalizatton (%) 

••: A a : : . 

Medium 

>6 

>30 

>25 

<40 

.A» 
LOW 

>5 

>22 

>20 

<B0 

A 

Medium 

3.5-6-0 

22-30 

13-25 

40-60 

-, A-.' 

L6W 
3.0-

12-22 

9-20 

50-70 

••Baa";- Baa ' Ba. ' Ba 

Medium Low iMedhim Low 

2.7-5.0 2-4,0 •C2.5 <2 

13-25 5-13 <13 <S 

a-20 3-10 <10 <3 

50-70 60-75 >60 >70 

[1] CFO pre-W/C. vrfiich Is also referred to as FFO In the Global Regulated Electrk; Utilities Rating Meihodotogy, Is 
equal to nel cash flow from opetattons tess net ctianges in working capital items 
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IIESEARCH 

S u m m a r y : 

Hawaiian Electric Company, Inc. 
PutMcmOort date: 
Primary CrKltt Aiwlyat 

22-^^.2006 
Barbara A Elssman. New Yortc (1) 212-438-7666: 
bart)ara_elseman@standardendpoors.coni 

Credit RaUng: BBB-*-/Ne9aUve/A-2 

Rationale 
TTie ratings on iHawaiian Eiectrtc Co. Inc. are based on the consoiidated credtt profile of IHawaiian Electric 
Industries, inc. (HEI). which includes Hawaiian Etectric's utflfty operations and Its two sutisidiaries 
Hawaiian Electric Ught Co. (HELCO) and Maui Electric Co. (82% of core revenues and 61 % of operating 
inconra as of Dec. 31.2005), and the rislcief finandal senricss operations of American Savings Banit FSB, 
(18% of core revenues and 39% of operating income). Standard & Poor's Ratings Services does not 
accord any credit uplift to American Savings Bank as a result of its affOiation with HEI. 

HEI's consolidated financial condition remains somewhat weak for the rating despite the strong HawaBan 
economy and the compan/s efforts in recent years to strengthen its capital stmcture. On a stand-aione 
basis, Hawaiian Electric has a healthier finandal profile owing to a lower debt burden. Finandal metrics 
have been pressured owing to rising operating and maintenance expenses, increasing capital outlays, the 
prolonged lack of rate relief, and recently, lower efectridty sales caused by cooler less humki weather and 
customer conservation. Absent a responsive final rate order In Hawaiian Eiectrfc's per>ding rate case, 
prospective key finandal metrics may not support a financial profile that Is commensurate with the current 
ratings. 

HEI and Hawaiian Electric have satisfactory business profBes of *& and '5*, respectively, (business profiles 
are ranked from ' 1 ' (exceltent) to ' IC (vulnerable)) and somewhat weak f^iandal measures. HEI's business 
position Is characterized by limited competitive threats due to the utilit/s geographic Isolation, nominal 
sb^nded-asset risk, a cun-entiy axceUent fuel clause, and relattvely steady banking operations. The bank's 
decent eamings are driven by net interest Income from its tow-risk eaming-asset base, funded largely by a 
good deposit franchise. These strengths are tempered by Hawalfs economte dependence on a limited 
numt)er of industries, reliance on fuel oil, significant purchased power oMigations, and support of the 
somewhat riskier banking business. Hawaiian Electric's business profile is sdghtiy stronger than that of Uie 
parent due to the absence of nonutillty operations. 

A responsive final rate order from the Hawaii Public Utiflties Commission (PUC) with regard to Hawaiian 
Electric's pending rate case is cnidal to help lift key finandal measures to more appropriate levels for the 
ratings. In September 2005, the PUC issued an interim net rate hike of $41.1 million (3.3%) that is 
marginaDy supportive of current ratings. If tha anwunt collected under the interim increase exceeds ttie 
amount of the increase ultimately approved In the PUC's final dedskm and order, the company must 
refund the excess to its ratepayers with Interest. A final order thai dosely mirrors the Interim ruling appears 
to be suffident to Bft key flnandai metrics to levels that are marginally suitable for Standard & Poor's 
guideposts for the 'BBB' rating category. There are no time restrictions in which the PUC must issue a final 
order. Furthennore, pending before the PUC is HELCO's request for a $29.9 million (9.2%) rate Increase. 
An interim dedslon Is expected in the second quarter of 2007. 

Of some concem Is Hawaii's Act 162, a new law which appears to confinn. In light of the state legislature's 
interest In promotir>g renewable energy, the PUCs ability to authorize the utility's fuel adjustment dause. 
Although TO parties to ti>e rate case seem to oppose the continuation of the clause, a material change to 
fuel-adjustment mechanism would harm tiie company's financial condition and detract from Its currently 

https://www.ratingsdiiTCt.corWApps/RD/controner/Article?id=547070&type'=&outputTy... i2/15/2006 
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satisfactory business profile. 

Hawaii's economy grew by about 3.4% )n 2005 and is expected to grow by 2.7% tn 2006. Military and 
federal govemment spending remains sti^ng as the U.S. Department of Defense has moved miHtary 
assets to Hawaii. Tourism is also a significant component of the Hawaii economy, witti visitor days and 
visitor expendmires up 7.7% and 6.6%, respective^ in 2005. Continued growth Is expected In 2006, with 
projected increases of 2.8% in visitor days and 7.1% in visitor expenditures. Atthough the housing maritet 
appears to be stabilizing, tiie consti^ction industry continues to be healti^y. However, future growth in 
residential construction may skw with rising interest rates. Hawaii's economic growtii is expected to be 
tied prin)arily to the rate of expansion in the mainland U.S. and Japan economies and Increased military 
spending, yet remains vulnerable to uncertainties In the wortd's geopolitical environment. 

Hawaiian Electric's projected $912 million capital outiays over the next five years wIU focus predomlnantiy 
on additions and improvements to transmission and distribution fadlrties (approxinutely 51%) and on 
generation projects (approximately 41%). The balance is for general plant, energy solutions, and 
custorfier-choice technotogies. Altiiough the bulk of construction expenditures will continue to be funded 
intemally. the company's larger Investment in rellablfity projects will result In increased reliance on outside 
capital. 

HEI has certain bondholder protedion metrics that are subpar for ttie current ratings. In this regard, total 
debt to capftal (adjusted for off-balance-sheet obligations, such as purchased-power conttacts and trust-
originated preferred securities) and funds from operatkms (FFO) to total debt are somewhat weak at about 
57% and 17%, respectively. Adjusted FFO Interest coverage remains healthy at roughly 3.8. Accordingly, 
a supportive final rate order, tight cost controls. Improved earnings, and credit supportive adions by 
management will be required to lift the company's overall financial profile to more suitable levels. 

Short-temn credit factors 

The st^ort-term corporate credit and commerdal paper ratings on HEI and Hawaiian Elecbic are 'A-2', 
incorporating solid liqukjity, a manageable maturity ladder, and ttie ability to intemally fund a large portion 
of dividends and capital expenditures In nearby years. 

HEI mainteins a $100 millk>n unsecured revolving credit fodlity tiiat expires on March 31, 2011. The 
covenanto require HEI to maintain a nonconsoUdated capitalization ratio of 50% or less and consolidated 
net worth of $850 million. The company is comfortably In compliance with ttiese covenants. HEI used ttie 
aforementioned fodilty to support the issuance of commerdal paper to refinance its $100 mlllkin of 
medium-term notes which matured on April 10, 2006. In August 2006, HEI permanentiy funded the 
matijrtty with medium-term notes and terminated a $75 mltUon unsecured bilateral revolver. Effective April 
3.2006, Hawaiian Electrk; entered into a $175 million revolver that expires on March 29,2007, but will 
automatically extend to five years if ttie tonger-term agreement Is approved by the PUC. Pursuant to the 
agreement, ttie company must maintain a consolidated common stock equity to capitalization ratio of at 
least 35%, wfth which the company is in compliance. 

Both HEI's and HavraMan Electric's fadltties support the issuance of commerdal paper, but may also be 
drawn tor general corporate purposes. Hawafian Electric's facility may also be drawn for capitet 
expenditijres. The fodHties do not contain interest coverage ratio requirementa, material adverse change 
dauses, nor rating triggers. As of Oct. 31, 2006, botti HEI's and Hawaiian Etectric's credit facilities were 
undrawn. 

HEI has a manageable matijrity ladder, wttti just $10 million due in 2007. Hawaiian Electric has no 
maturing long-term debt until 2012. As of Sept. 30.2006, HEI had $6.8 millton of cash and cash 
equivalents (exduding American Savings Bank's cash and cash equivalents). 

Standard & Poor's expects about ttiree-quarters of Hawaiian Electric's 2006 construction program to be 
intemally funded. Accelerating capital expenditures may necessitate a somewhat higher reliance on 
outskJe capital in 2007. In order to sti-engthen its balance sheet and support ite capital program, Hawaiian 
Electric is not paying dividends to HEI in ttie second half of 2006. Importantly, ongoing growtti in the 
Hawaii economy should allow the electrfc utility to generate fBiatiyely stable cash fiows. The decrease In 

httDs://wv™'.ratinBsdirect.com/ADps/RD/controIler/Article?id=547070&tvpe=&DUtDutTv... 12/15/2006 
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Hawaiian Electric's dlvkjend to HEI is expected to be partiy offset by the increase in ttie bank's dividend. In 
the third quarter of 2006 the bank began, and plans to continue, to pay neariy all of Ite eamings as 
divkjends to HEI while maintaining its target core capital ratio of 7.5% and still supporting Its own business 
growth. 

HEI has $50 million of debt capadty remaining under a Rule 415 shelf registration and $96 million remains 
on an omnibus shelf registî ation. 

puttook 
the negative outiook on Hawaiian Electric mirrors tiiat of parent HEI and reflects a subpar consolidated 
finandal condition relative to the rating level. Failure to strengttien key finandal parameters, espedally 
cash fiow coverage of debt, a slump in the Hawaiian economy, a punitive final rate order, and, although 
not expected, a major erosion in American Savings Bank's croditworthlness could lead to lower ratings. 
Conversely, credit-supporth/e actions by ttie company as well as responsive rate treatment woukj tead to 
ratings stability. 

Analytic services provkted by Standard A Poor's Ratlr^gs Services (Ratings Services) am Iha resutl of separate acttvlties 
designed to preserve the Independence and objecttvMy of ratir>gs opintons. The credtt ratings and observatkms contained herein 
are solely statsmenta of opinion ar^d not statements of feet or recommendations to purchase, hold, or seH any securities or make 
any ottier Investment decisions. Accordif>gty, any user of Ihe informatkxi contained herein should not rely on any credit rating or 
other opinion contained iierein in making any investment decision. Ratings are based on InfortnaUon received by Ratings 
Services. Other divisions of Standard & Poor's may have Information that is not available to Ratirtgs Services. Standard & Poor's 
has established policies and procedures to maintain Ow confidentiality of nor>-i)utitlc information received durtryj the r e t i r e 
process. 

Ratings Services receives compensatkin for Its ratlr>gs. Such compensation is normally paid either by the Issuers of such 
ammrmoB or third parties parttclpBting in martcettng the securities. While Standard & Poor^ resenes the right to disseminate the 
rating, it receives no payment for doing so, except for subscriptions to Its publtcalioRs. Additional infbrmatkm atxiut our ratings 
fees Is avaJlabls at www.standardandpoors.com/usratingsfees. 

Copyright e 1994*200« Standard & Poor's, a cflvislon of The UcOrBw-HUI Companias.' 
All Rights Resaived. Privacy Notice TbalUkGrowHiHcornptaan • ->V.-̂ -'r>. 
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RESEARCH Return to Regular Formal 

Industry Report Card: 

Despite Demands For Increased Capital Spending, U.S. 
Utility Ratings Should Remain Stable 
Publication data: 12-Jan-2007 
Primary Credtt Analyst: Rlt^ard W Cortright, Jr.. New York (1)212-438-7665; 

rich ard_cortright@stan(Jardand poors .com 

Key Credit Trends 
The U.S. utility industry demonstrated stable credit quality in ttie fourth quarter of 2006, and should 
continue to do so In 2007 despite increasing capital spending needs related to reliability enhancements 
and environmental requirements, A general refocus by the industry in recent years on restoring balance 
sheet hsBtTi and selling noncore business operations has enhanced Its ability to withstarKJ the pressure 
th^t substantial capital spending will bring. 

A critical element during this coming growth phase, however, will be fair and equitable treatment by state 
regulators as utilities seek to recover the capital expenditures they will incur to address declining reserve 
margins, aging and increasingly fragile infrastructure, and environmental mandates. Standard & Poor's 
Ratings Services expects that most utilities will seelt pre-approval from regulators of any substantia) 
spending program, or at least a broad understanding of the principles that regulators will apply in granting 
recovery. Of comparable significance to supporting credit quality Is regulatory approval for timely recovery 
of fuel costs, especially In an environment of elevated commodity prices. 

With 57% of the industry carrying a stable outlook, we expect rating changes to remain low in 2007. What 
could cause this assessment to change would be event risk, specifically, an acceleration of merger and 
acquisition activity despite the collapse In 2006 of two high profile combinations behA«en Exelon Corp. 
(BBB+/Watch Neg/A-2) and Public Service Enterprise Group Inc. (BBB/Negative/A-3) and between 
Constellation Energy Group Inc. (BBB+/Negatlve/A-2) and FPL Group Inc. (A/Stable/~). M&A could 
ultimately have a significant but uncertain impact on rating movements, which will depend on how the 
transactions are financed and the credtt quality of the respective parties prior to the merger. Long-term 
private equity and financial buyers could be major influences In this respect, though it is too early to 
determine whether a trend has t>een established by the deals between Macquarie Infrastructure Partners 
and Duquesne Light Holdings Inc. (BBB/Watch Neg/-). Babcock & Brown Infrastructure Ltd. and 
Northwestern Corp. {BB+/Watch Neg/-), and Berkshire Hathaway Inc. (AAA/Stable/A-1 +) and PacifiCorp 
(A-Stable/A-1) that were announced or dosed In 2006. 

Despite earlier fireworks, 2006 ends with a fizzle 
Since we published our last utility report card on Oct. 25, 2006. Standard & Poor's has made no rating 
upgrades or downgrades among electric, gas, and water utilities. The entire year had 21 upgrades and 20 
do^Migrades. 

Following the third quarter's very notable events, specifically, the dissolution of the merger agreement 
between Exelon and Public Service Enterprise Group and political developments regarding the end of the 
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rate freeze in Illinois, and the many rating actions that fotlowred, the fourth quarter was in ail respects very 
quiet. 

In late November, the Illinois state legislature's special session to consider extending for three years the 
current long-lived electric rate freeze for all the state's utilities failed to gamer the necessary votes. 
Passage of such an extension would have resulted In a serious cash shortfall for the utilities because the 
costs they would incur to procure power would exceed the rates they would be allowed to charge 
customers for that power. Because no lawmaker has thus far proposed any altemative mechanisms to 
recover these costs, an extension vrould threaten the utilities' financial viability in relatively short order. In a 
follow-up special sesskin in eariy January 2007, the legislature again failed to pass rate freeze legislation. 

Merger attempts and legal battles also marked the U.S. merchant power industry in 2006 
As with the utility sector, we have not changed any ratings in the merchant power sector since our last 
report card. What could change this in 2007 and beyond is a general consolldalion among merchant 
generators, which we expect will occur despite the failure of Mirant Corp.'s (B+/Watch Neg/-) proposed 
hostile takeover of NRG Energy Inc. (B+/Stable/B-2) eariier in 2006. 

Also, late in the fourth quarter, the U.S. 9th Circuit Court of Appeals gave new life to California's claims of 
price gouging by power suppliers that entered into energy contracts with the state at the height of the 
2000-2001 energy crisis. In Its decision, the court found that FERC did not apply appropriate legal 
standards in assessing the reasonableness of the contracts. The 9th Circuit remanded Ihe case to FERC 
for further review of the contracts. If California prevails, it could have meaningful implications for some of 
the geneiatwn companies, such as Sempra Energy (BBB-t-/Stable/A-2), that entered into contracts with 
California Department of Water Resources. However, many of the suppliers have already reached 
settlements with California and have made refund payments to the state. Those companies should be 
shielded from further liability because Califomia provided releases to the generators as part of the 
settlements. 

Ctiartl 
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Issuer Review 
Table 1 

Company/C<yporato credit'ratirig^^^ '.Analyst)' 

AEP Texas Cftntral Co, ( BBB/Stable/- ) 

See American Eleciric Power Co. Inc. Todd Shipman 

AEP Texaa North Co ( BBB/Stable/~ ) 

See American eiectric Povwr Co. inc. Todd Shipman 

AES Corp. (TheJ ( BB-/Stabla'- ) 

We expect AES to continue lo reduce parant-Jevel debt, but also that (leveraging pace wW slow. Parent.tevel debt lo Aneesh 
capital Improvea lo SOS for Ihe 12 months enitect September 2006. Parent-tovd cash ftow to debl and cash flow lo Prabhu 
Interest also coritlnued to trend positively, to 16% and 1.9n. AES' funding requirefnents for new projects remains large. 
We expect continued s(ror>g cash fteM« frorn the U.S. subsidiaries Indianapolis Power & Ught Co, and AES Eastern 
Energy LLC to rund some projects, but issuing new debt will be needed. Monettzation of some existing projeclB will fund 
targe investments in alternate renewable energy. Uguklity has improved largety because AES Eastern now has Its own 
financing arrengemenis for hedging purposes BPHX does not rely or parent AES. 

AGL Rasources Inc. ( A-/Ne9ative/A-2 ) 

On Dec. 7.2000, AGL F^sources announced the deveiopmenl of an additional 12 billion cubic feet of salt dome storage Michael 
capacity in Beaijmoni, Texas. The $180 mUion project is expected to be partially financed Mth debt, bul shoidd not have Messer 
any Impact on ratings until 2010 when the facifity is eitpected lo come on me. Increased activity in the storage sector 
could pressure ratings ff AGL were unable lo contract Ihe capadty to third parties and Increased the seasonai arbitrage 
activities at its ntxilesale marveling subsidiary. Sequent Energy Managemeni LP. 
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Alabama Gas Corp. ( BBBWStable/- ) 

See Energy East Corp. Rail 
DeCesare 

Alabama Power Co, (A/Stable/A-1 ) 

See Southem Co. Terry Pratt 

Aileflheny ErMrgy inc, ( B8>/Positlve/- ) 

The company continues to m^e progress in restoring its financial prafile through debt reduction and lefinanctng. Furxb Aneesh 
from operations <FFO) to debt and FFO to interest as of Sept. 30, 2006 were 15.0% and 2.2 x, respedlvafy. Cash flow is Prabhu 
improving as a result of higher provUer-of-lasl-resort rates, pariicipation as a generalion suppJier in auction markets, and 
Irom the transition to rrurtcel-basad rates in the deregulated sector of its business, but wtil be also tempered by higher 
coal costs. Lingering operational Issuesremain, A$100 million rate case decision pencfing in West Virginia is ImportanI 
to credit quaHty. A slgr^icant increase in environmenlal compliance cosls at the Fort Martin and Halsfield Feny plants will 
stow deteveragtng, but Is not expected to pose an Immediate challenge. 

Allegheny Energy Supply Co. LLC ( BB^/Positive/- ) 

See Allegheny Energy Inc. Arwesh 
Prabhu 

ALLETE Inc. ( BBa+/Slable/A-2 ) 

Cash flow protection metrics have rebounded after dipping considerably in 2005 due to a onetime S77 million cash Jeanny Silva 
peyrtient (including dosing costs), which was related to the transfer of Ihe KendaU County power contract in the first half 
ol 2005. T*v .xMtar purchase agreement's (PPA) tenninatlon was favorable for credll quafity as It reduced Ihe company's 
alter'lax losses by S8 milion annually. ALLETE's merdianl generation asseis are now limited to its 200 MW Taconite 
Harbor facility. wMch is tufly conlrBCtad through 2010. Fully adjusted (Including pensions) FFO to debt for the 12 months 
eroded September 2006 was about 27%. Atfusted FFO lor the 12 monlhs ended September 2006 excludes nor>recurring 
Kendall-related federal lax beneflts of $24.3 mWlon (duo to a capital loss canYbecIc refund) wtiich were realized in the 
third quarter of 2006. 

Alliant Energy Corp. ( BBB-^/Stable/A-2 ) 

Sale of Alliant Energy New Zealand Ltd. is expected to ciose by Ifw end of the year. Once this transaction is complele, Jeanny Silva 
Alliam Er)ergy's intemational acUvates will be confined lo holdinss in a har>dful of CMnesa power plants and a smaH 
Mexican resort development. With the sate of most ol Its nonreguialed and Intemational assets, the company is better 
posltionod to locus on rale cases and generalion investments at Its core U.S. utUlty subsidiaries. WP&L Is seetUng $105 
miaion electric artd gas rate increases (effective in 2007) in Wisconsin. At nearly 18%, fully at^usted FFO to debt 
(Including pension adjustments) Is adequate given the currenl level of business risk. 

Alliant Energy Resources Inc. ( BBBWStable/A-2 ) 

See Alliant Energy Corp. Jeanny Silva 

Ameren Corp. ( BBB/Watch Neg/A-2 ) 

The Immediate credit concem for Ameren Is possible legislation mandating an elactrtc rate freeze extension beyond Barbara 
yearnend. M îch would quickly lead lo the Insolvency of the company's llSnois utility subsidlarfes, or an unfavorable Eisenun 
mandatory rate deferral plan. Although llBnois legislators failed to pass rale freeze legislalion tn this fall's veto session, 
Standard A Poor's remains concemed that rate freeze legislation could resuilace in the January veto session. The 
railrtgs effect of any mandatory rate phase-in ptan will ultimately depend on the magnitude of Impied deferrals and the 
legislation's provisions for securitizaUon. Meanwhile, the September 2008 supply auction rales are scheduled to go into 
effect Jan. 2.2X7. 

AmerenEnergy Generating Co. ( BSB/Watch Neg/ - ) 

See Ameren Corp. BaitMva 
Eiseman 

American Electric Power Co. Inc, ( BBB/StablWA-2 ) 

American Electric Power (^. Inc. (AEP) faces an aimosi constant cycle of regulatory proceedings in one or more of Ihe 
11 st^es in i«4uch it operates, as well as at the federal level. The Texas ^bl lc UtlMles Commission's decision to cut 
stran()ed-cost recovery was a credit disappointment. The mostly coal-burning company wfP be spending a lot of nwrtey 
on environmenlal compliance, a massive undertaKIng that heightens operaiing risk and regulatory rtsk. and threatens 

Todd Shipman 
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AEP's generatkxi cost advantage. 

American States Water Co. ( A-/Stable/- ) 

Nel income for the nine monlhs erKfed Sept. 30.200B was S 22.8 miWon, s 7% decrease for the amro period In 2005. Michael 
Earnings remained strong but decreased slightly due primarily lo Ihe net affect of a number ol one time adiustments for Scholder 
various Hems Cash flow protecHon measures are adequate, with FFO coverage of interest of atx>ut 3.BK. Liquidity is 
acceptable with S2.7 million In cash and almost S4g million available under a $35 million revolver. 

American Transmission Co. ( A+/Stable/A-1) 

As ATC continues its extensive transmission tHjilding program, we expecl Ihat capital spending will not substantially Gerril Jepsen 
weaken the comparty's stable financial rneasures, which as of Sept. 30. 20Q6. ware very strong for the rating with FFO 
Interest coverage of 4,3x, FFO to mtal debt of 18.7%, and total debt to total capital of 51,3%, The company's financial 
measures are expected to remain solid in the intermediate term in pert due to constructive FERC legulation and reliable 
operations. 

American Water Capital Corp. ( A-/Watcb Neg/ - ) 

See American Water Woriu Co. Kenneth L. 
Farer 

American Water Works Co. I n c ( A-/Walch Neg/A-2 ) 

Historical eemings and margins are stable, supporled by healthy msriiels and regulalory recovery, although recovery can Kenneth L. 
lag actual epandlr>g levels. For the past five years, FFO to total detx has been about 10% and FFO Interest coverage Farer 
was In the 1.Sxto2.5xarea. These cash flow matrlcs are somewtwt wrtak lor the'A-' ralbig We wid reassess the 
financial rtsk prof le when additional information Is available corx:«rning the company's posl-IFK^ business plan and 
capita' smmure 

Appalachian Power Co. ( 6BB/Stable/~ ) 

See American Electric Power Co. Inc. Todd Shipman 

Aqua Pennsylvania Inc. ( A+ZStable/- ) 

Pareni Aqua America Inc. conllnues to acquire water and wastevraler systents throughout Ns senrice lerrHory to maintain Plana Lee 
its above-average growth rate, and has completed about 17 acqutslttons to date in 2006, The company uses e mix ol 
debt and equity to fund Its cash flow shortfall in order lo meintBin detit leverage within Ihe rating category. Consoiklated 
llnanclal performance is expected toremain strong.with a<4u3ted funds Irom operations to.lotBlJlebLg[eater.ihao-lfl^_^. 
and adjusted FFO interest coverage above 4x. In adcfiUon, more than half of the rate Increases projected by the company 
for 2007 have been approved to date, and could generate sut>5tantial cash Rows next year. 

Aquarion Co. ( A/Watch Neg/~ ) 

Aquarion's pending sale to Macquarie Bank Lid. has been approved by regulatora In Connecticut and New Hampshire, Plana Lee 
and awaits approval In New Yorlt. hiacguarie's intended business strategy for ^^uarlon and a credU-conducive financing 
structure couM suppon Aquarion's currenl rating level. The company's FFO inieresl coverage was 3.7xfbrtfte 12 months 
ended June 2006. Completion of the regulatory process is expected to occur in earty 2007. 

Aquarion Water Co. of Connecticut ( A/Watch Neg/ - ) 

See Aquarion Co. Plana Lee 

Aquila Inc. ( B/Watcti Pos/B-3 ) 

Aquila has reduced business risk significanfiy, achieved maierlel debt reduction, and loMersd Ils ongoing working capOM Jaanny SDva 
requirements. Aquila's rating will Rkely be raised to 'B*' once the company sells Us Kansas electric utilHy (S250. millkxi) 
and completes its debt reductkin plan. Of particular interest wUl be how Aquila plans lo address its 14.875% S500 million 
k]ng-iefm debt. Improvements in cash How protection will hinge on addressing this Issue, eliminating operating costs 
relBied to utility divisions that have been sokl or will be soU. and obtaining favorable regulatory decisions regarding 
captiaf recovery and fijel adjusOnent. Adfusied debt to capital was about 01% (including pension adfuslmenls) as of 
September 2006. The company's decision on Dec. 5,2006 lo cancel its plans to acquire the Aries Power Plant from 
Calpine Corp lor $158.5 milUon malces addlttanal funds available for debt reduction. 

Arizona Public Service Co. [ BBB-/Stat)le/A-3 > 

See Pinnacle Wesl CapHal Corp. Anne Selting 
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Atlanta Gas Light Co. ( A-/Negallve/~ ) 

See AGL Resources ir>c. Mtehael 
Messer 

Atlantic City Electric Co. { BBB/Stable/A-2 ) 

See PEPCO HoWlngs Inc. Gerrit Jepsen 

Atmos Energy Corp. { BB8/Stable/A-2 ) 

For the fiscal year ertded Sept. 30 2006. tur>ds from operatkvis (FFO) to debt was 21.6% and FFO Interest cmerage was Chirtek) 
3.6x. consistent vrith the rating category, but Ihe debt locaf)llBlratk)aI6B% was weak. Performarx:e wes primanty driven Chidozie 
by strong results from rtonutility gas mariteling operalkina, whk;h offsel effects of warmer-than-normal weather, 

Avista Corp. ( BB+/Stable/B-1 ) 

An electric fuel and purchased power recovery mechanism in Washington thai has had a sizable SO mMkxi deadband Anne Selting 
before any sharing Is appied has contributed to defenal balances that stood at S112 milBon as of Sept. 30, 2006. 
Although a recent favorable reviskin to lower tha deadband to S4 millian shouM assist future ul31y cash flows, ^MVIS from 
operatkms to total debl in recent years has been weak lor the rating, as has leverage. The ability of Ihe company to 
Improve consobdated r^elrics will continue to be signifk:antfy driven by hydro corxlitbnB as vwH as by the perlom^ance of 
Avista Energy, tha corr'pany'a fading and mariteting company, vrfiose eamings and cash Rows are volatile. 

Baltimore Gas & Electric Co. { B6B>/NegatJve/A-2 

See Corwtellalion Energy Group inc. Aneesh 
Prabhu 

Baton Rouge Water Works Co. (The) ( AA/Stabte/- } 

Capital expenditures sftould rerrwin elevated In 2006 and 2007 to meet supply needs in the htgh.grDwlh Ascension Mk:hael 
Panish area »id to serve the increase In customws 'Mm moved from New Orieans after the 200S hunk»nea. How«var, Schotder 
the one-time nature of these cortstrucUon costs and Ihe company's ability lo cover tT>ost of them Intemally should obviate 
any negative effects. Financial performance shQuM remain robust, lad tjy the company's heetthy Inse operating cash 
flow, Its adjusted FFO to total debt ralk) of greater then 30%, and its adiusted FFO Interest coverage of greater than S-5x. 

Bay State Gas Co. ( BBB/StabIa/- ) 

See MiSoun»lnc. Barbara 
Eiseman 

Black Hills Corp, ( BBB-/Negallve/~ ) 

Adjusted FFO to total debt (excluding penskxis) was 24% during the 12 monlhs ended September 2006. up from about Jeanny Siva 
18% durirtg In Ihe previous period due largely to improved opeislions at regulated and nonreguialed power plants and 
higher energy mafkettnO margins. Lack of operatkmal difAcuIlies el the compeny's unregulated generation segntent and 
the recent rate setUemenl with tha South Oakola PiAitlc Utilllles Commission enhance credit quality. The settlement calls 
for various atfiustment mechanisms Ihat protect the company from unforeseen changes In Ihe cost of fuel, purchased 
power, and transmission. Black HHIs' oil ar>d gas segment reported addtfonal production issues due lo an outage and 
regulatory delays In brir>ging new wells on-line whk:h will cause a 10% decline in the growth target lor oil and gas 
production in 2006. 

Black Hil ls Povirer Inc. ( BBB-/Negative/~ ) 

See Black HIDs Corp. Jeanny Silva 

Boston Edison Co, ( A+/Stable/A-1 ) 

See NSTAR KennethL 
Farer 

Boston Gas Co. ( A/Watch Neg / - ) 

See KeySpan Corp. KennethL. 
Farer 

Caliromia Water Service Co. ( A+ZStable/- ) 
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Financial results remain healthy despite a modes! decline In comparable year to date results due to higher wholesale Mkl\ael 
vcater prices and increased cosls associated with emptoyee health ar>d walfare plans. Cash How prolectkm measures Schokler 
were adequate, with FFO coverage of interest of about .4x. As of Sepl. 30. 2006, UquWily was satisfactory, with S4 million 
in cash and a S45 million credit line at the operating company level plus $10 million al ttw parent, with a combined total 
undrawn capacity of £43 million 

CaJpfne Construct ion Finance Co. 1«P. ( CCC-ZNegativo/-) 

The 'CCC-' railr>g continues to reflect Ihe possibility that Calpine Constnjcton (CCFC) couW be consoiklated Into the Swami 
Calpine banknjplcy. although the likelihood has dOCTeasad in the monlhs sines the Caipirv banlvirpfcy, Cafptne Energy Venkaiaraman 
Services conllnues lo perform in accordance with Ihe lerms of Hs gas sale arxl power purchase agreement with CCFC. 

Calpine Corp. ( D / - / - ) 

The comparty remains in bankruptcy and has nol yet filed a plan of reorganlzatkxi. Swami 
Venkataraman 

Calpine Generating Co. LLC ( D/-/~ ) 

The compeny rentains in bankmptcy and has not yet filed a plan ol reorganization. Swami 
Venkataraman 

Cambridge Electric Ught Co. ( AWStable/- ) 

See NSTAR Kenneth L, 
Farer 

Carolina Power & Ught Co d/b/a Progress Energy Caroiinas Inc. ( BBB/Stable/A-2 ) 

See Proff-esa Erwrgy Inc. Jodi Hecht 

Cascade Natural Gas Corp, ( BBB+/Stable/- ) 

On Fab. 15, 2006. the compeny filed with the Washlrtgion unities and Transportatkm Commisson for its first base rate Leo Canillo 
increase in 10 years. In addition, the company requested thai the commlssktn approve a 'dacoupK^* mechanism to 
address Ihe impact of retaH sales volalility on ̂ ed cost recovery. Exposure to gas cost votatntty is miiigaled by 
purchased gas cost adjustment mechanisms In both Washington and Oregon, although regulatory tag issues can ansa 
due to tha build-up of daterrati gas costs between adfuslman) dates. Cash flow coverage remains stror^. Mhlle debt 
leverage has declined to favorable levels. The company Is expeded to be acquired by MDU Resources Inc. 

CenterPoint Energy Houston Electric LLC ( BBB/Stable/NR ) 

See CenterPoint Energy Inc. Dimitri Nikas 

CenterPoint Energy Inc. < BBB/St^e/-^ ) 

While Ihe setitoment agreement with IRS regarding the tax trealnoeni of the ZEN securities and the rate case settlement Dimitri Nkas 
with the Publk: Utility Commission ol Texas reduces the tax and regulatory uncertainty, the company is still working on 
resoMng the issue d stranded cost true-up lor the l-louslon bansmission and distnbulton opera^ons and working through 
some regulatory chaltenges in Minnesota to recover previously Incurred gas costs. CenterPoint continues lo be highly 
leveraged and Its fnandal risk profile may be affected by how It chooses lo finance CERCs large capiiai expanskxi 
needs. CenterPoinl rrdtigates tie risk of the new prefects in pari by signing tong-lerm agreements writh anchor sltippeis. 

CenterPoint Energy Resources Corp. ( BBB/SlabIa/- ) 

See CenterPoint Energy Inc. D/mKrf Nikas 

Central Hudson Gas & Elactric Corp. ( A/Slable/- ) 

Parent CH Energy's credit ratios are somewhat weak for the current rating with FFO Interest coverage of about 5x. FFO Kenneth L 
to debt of 17%, and debt to capital over 50%. Cenlral Hudson's Ihree'year rate agreement was approved in Ally 2006 Farer 
and Includes a $54 millk>n increase In electric revenues and S14 minion Increase in gas revenues, aithough the 
authorized ROE of 9.6% is molerfafty kmer than the pnevtous IQ.3%. TTM increased revenues are required lo cover 
iTKreased operating costs, partlciiarly pension and other posiemployment benefits, and infrastmcture Improvements, CH 
Energy tias invested S25 miinon for various energy related assets as pan of ils plan to bulkl a portfolki with Ihe proceeds 
from the sale of Its generating facilHIes In 2001. 

Central l l l lrwls Ugti t Co. ( BBB-/Watch Neg/- ) 
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See Ameren Corp. Barbara 
Eiseman 

Central Illinois Public Service Co. ( BBB-/Watch Neg/- ) 

See Ameren Corp. Barbara 
Eiseman 

Central Maine Power Co. ( B06+/Negative/- } 

See Eneigy East Corp. Ralph 
DeCesare 

Central Vermont Public Service Coip. ( BB+/Stable/~ ) 

Central Vermont's credll measures remain weak. w4th FFO inieresl coverage below 2x, FFO to debt betow 10%. and Kenneth L. 
debt lo capital of over 70%. The corrveny corUlnues lo Implement its nnarH:tal resloratkyi plan and received a 4.07% rate Farer 
increase, effective Jan. 1,2007. Management has staled that Ms rale cases through 2012 wiO mainly address eitemative 
regulainn and rale increases to offset the inflationary effects of tabor, benefits, and other non-energy price costs. 
However, to generate Irwestmert-Qrade financial measures, substanttve rate retef ts required, given the company's 
notarial off-balance.sheel debl arid somewhat nondiscrelkxuiry investments related to tmnsmisslon system 
bnprTwemertts. 

CILCORP Inc. ( BBB-Watch Neg/- ) 

See Ameren Corp, Barbara 
Eiseman 

Cinergy Corp. ( BBB/Positlve/A-2 ) 

See Duke Energy Corp Dimitri Nikas 

Cleco Corp. ( BBS/Negative/- ) 

Cleco's credil profile Is domlnaled by the constructton of Ihe S1 bllfton Rodemacher 3,600 MW genefalk)n faclity and by Dimitri Nikas 
Ihe residual aspects ol the company's nterchant generatkjn growth strategy, Cleco issued SI 58 million of equity lo 
finance pari of Rodemacher. An Interim regulatory rate plan alknvs recovery of 75% of the financing costs in rates. The 
plant vA\t address Cleco Power's shortfall In owned gerwratlon, currently med through shon.lerm power purchases, and 
wiD provkde some diverslffcation away from natural gas. 

Cleco Power LLC ( BBB/Negative/- ) 

See Cleco Corp. Dimitri Nikas 

Cleveland Electric I l luminating Co. ( BBB/Stable/~ ) 

See FirstEnergy Corp. Todd SWpman 

CMS Energy Corp. ( BB/Slable/B-1 > 

Excess leverage from poor legacy Investments Bmits ratings upsUe potential. Utilizing a regulatory "oul" provision In the R a ^ 
utllHy's power purchase arengemenl with MCV in 2007 wiD likely require sourclng replacement power. The sale of the DeCesare 
Palisades nuclear plant wD lower business risk. At^usted debt lo capital oT greater than 70% and FFO lo total debt ot 
10% rem^n stretched loc Ihe rating. The company has adequate bank Unes avaitabte. but liquidity remans an Issue. 
Expiring rale caps al Consumers w l̂ suppon financial perfcMmance, 

Colonial Gas Co. ( A/Watch Nag/ - ) 

See KeySpan Cor>. Kenneth L 
Farer 

Columbus Southem Power Co. ( BBa/Statale/- ) 

See American Etectfte Power Co. inc. Todt) Shipman 

Commonwealtt i Edison Co. ( BBB/Watch Neg/A-2 ) 

The CreditWatch listing rellecls the potential for lUnols lo extend the company's curtent rate freeze for another three Jearwiy Silva 
years. While lllkiote legislators havd failed twice lo pass rale-freeze legislation, Standard A Poor's remains concemed 
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that such leglslalnn could resurface in the coming months and that Senate opposition couhj erode once cuslomers begin 
ID feel the impact of higher retes. If a rale ^ee^e passes, we wouk) tower Commonweatth Edison's ratings to Ihe 'B* 
category. Absent a rate freeze, an immediate downgrade of the company is unlikely. 

Commonwealtt i Electric Co. (A-*^/Stabte/- } 

See NSTAR KennethL 
Farer 

Connecticut Ugl i t & Power Co. ( BBB/Stable/- ) 

See Northeast Utilities Ralph 
DeCesare 

ConrMctfcut Natural Gas Corp. ( BBB+^/Negalive/- ) 

See Energy East Corp. Ralph 
DeCesare 

Connecticut Water Co. (The) (A/Stable/-<) 

See (Connecticut Water Service Inc. Plana Lee 

Connecticut Water Service Inc. ( A/Stable/- ) 

ConnectkMt Water Servk:a Inc.'s eamings shouhl be kiwer In 2006 due to Ihe saM of the compan/s Barnstable water Plana Lee 
operatkHis in May 2005 and increase In operating cosls, A dedskm for the 30% rale Increase Med in July 2006 is 
expected hv.lanuary 2007, A4usted funds from operations to tolal detil of 13.5% and adjusted FFO Interest coverage of 
3,2x are wewi lor tl>e cunent rating. The company may be pressured to ntaintaln Its nxidsst Ttnartcial risk profile virittKiut 
proper rale relief. 

Consolidated Edfstjn Co. of New YorIt Inc, ( A/NegaUve/A-1 ) 

See ConsoHdaled Ediaon Inc. Kenneth L 
Farer 

Consolidated Edison inc. ( A/Negat^e/A•1 ) 

Financial ratios have aetertorated in 2006 due to a regulatory lag associated with ttie company's capital program, higher Kenr>eth L. 
levels of debt, aitd spertding related to the outages incurred In the summer of 2006. We expect AnarKlal measures to Farer 
improve, given subsidiary Conaolldalad Etfison Co. ol New Yorit's rale Increase of S220 million in 2007. tmplteit fan the 
cunent rating is the axpectatkm that rate Increases through 2008 will be sufScient to Improve FFO lo debt lo 16% and 
FFO inierest atiove 3.5x. However, a downgrade coukl occur II these ratk» do nol appear achievable, w^k:h couU occur 
if debt levels Irtcreasa signlllcantly to fund higher-than-expacted outage^reiated costs, if the 200B rale agreement is 
signrflcantty lower than antlclpaled, or Con Edison undeilakes a Mgher-rrsk strategy or increases Its leverage. 

Consolidated Natural Gas Co. ( BBB/Positive/A-2 ) 

See Domî ^on Resources Irx;, Aneesh 
Prabhu 

Constellation Energy Group inc. ( BBB+/Negative//^2 ) 

A new state law requires subskfiary Balttmore Gas & Electric Co. lo defer recovery ol power costs, but at Ihe same Ume Aneesh 
allows immediate relief through securitizalkMi. A troubling precedent of legislative intervention could sUfl affect the utility's Prabhu 
credit quality if future supply cost Increases aro also conlrctllad. Repricirv of Gonslellallon's power generatkxi fleet shcnjid 
increase cash now on a consolidated t>asls. Consolidated financial measures of lurxls from operattons (FFO) to debt at 
about lS% and FFO to Inieresl of about 3.7x after adiusting for debt-like obligatiorTS are week, but the use of proceeds 
from the proposed sab of 3,150 MW of gas-fired assets lor debt reductkxi will benefit balance-sheet strength. 

Consumers Energy Co. ( BB/Stable/B-1 ) 

See CMS Energy Corp. Ralph 
DeCesare 

• 

Coral Energy Holding L P . f A-/Stablaf-) 

Coral's rating continues lo reflect the rating of pareni Shed CD. and Coral's Importance to Shell Oil for marttedng Shell Terry Pratt 
Oil's products inlo North American maritets. Coral continues lo be exposed lo negative margin lolling contracts in North 
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/unerican markets, but ksses are more Ihan offset t}y positive margins in the core business. 

Dayton Power & Light Co. ( 8B+/Positive/- ) 

See DPL Inc. Todd Shipman 

Delmarva Power & Ught Co. { BBB/Stable/A-2 ) 

See PEPCO HoWlngs Ine, Gemt Jepsen 

Detroit Edison Co. ( BB8/Stable/A-2 ) 

See DTE Energy Co. Ralph 
DeCesare 

Dominion Resources Inc. ( BBB/Positive/A-2 ) 

Lower gas pncss and mid weather have miligated fuel-related expenses. whk:h are unrecoverable above levels Aneesh 
established by a frozen fuel factor through mHj-2007. The company decided to sell most of its exploraikin and production Prabhu 
assets, especially sirKe char̂ ges In Virginia legislation oOvlate the need for exptoratkin and productnn to act as a rtalural 
hedge for utibty fuel cosls. Proceeds Irom Ihe sale wll be lirsl used to achieve targeted finandal measures of above 4x 
FFO lo Interest, 20% FFO to debt, and about 50% debt lo capital, which is tredit supporiive. The sale wouk] also support 
an overall lower business risk. Lk|ukllly concerns have receded M ĥ gas prices at a more sustainable level. 

DPL Inc. ( BB+ZPositiva/--) 

DPL recently hired a new CEO with ulUity industry experience, artd expectattons are that (he business strategy will focus Todd Shipman 
on the utility. The company has aruwunced Its inted lo seU three gas peaking plants that ^̂ ave tailed to generale positive 
returns; pfta.«nls could be used to Improve Ihe llnanclal profile by reducing debt. DPL's fnancial proTda is skiwly bek>g 
restored, with FFO Interest coverage for 2006 is expected to t>e 3. Ix. 

DTE Energy Co. ( BBB/Slable/A-2 ) 

DTE is considering selling various nonregulated assets, but has rx>t made any commitments, not expressed balance Ralph 
sheet targets. They have commenced a one millton share buyback program prior In anticipation of receipt of asset sale DeCesare 
proceeds. The lax-driven synfuels business has had another good year, but is expected lo len-nrnate shortly. Detroit 
Edison received some regulatory relief In Ihe lorm of an uncollecllbles tracker and an onhar%ed rale design thai shoukl 
enable H to ccmpete more effectively for industrial and commercial customers. FFO to lotal debt of 17% Is weak for the 
rallr>g. , . . . , . 

Duke Capital LLC ( BBB/Positive/A-Z ) 

See Duke Energy Corp. Dimitri Nikas 

Ouke Energy Caroiinas LLC ( BBB/Positlve/A-2 ) 

See Duke Energy Corp, Dimitri Nikas 

Duke Energy Corp. { BBB/Posl^e/~ ) 

Duke Energy's separation ol its electric artd natural gas operattorts are scheduled lo occur Jan. 1, 2007. Standard A Dimitri Nikas 
Poor's revised the ouHook on Duke Capital (In assarx;e the core of the new gas company) to positive to reflect Ihe entity's 
potential lor a raiings upgrade of up lo two notches. Al the same time, the ratings on the remaining eleciric company 
were afllnned with a positive outtook to reflect the Ukelhood lor a higher rating as well. Ouke Energy Is mtligating 
business risk al the regulated operatkins. must recently completing the sale of Cinergy's trading and mariiettng 
operatk}n3. 

Duke Energy Indiana inc. ( BBB/Positive/A-2 } 

See Duke Er>efgy Corp. 

Duke Energy Kentucky Inc. ( BBB/Positive/~ ) 

See Duke Ertergy Corp. 

Duke Energy Ohio IrK, ( BBB/Positive/A-2 ) 

See Duka Energy Corp. 

(Dimitri Nikas 

Olmltrl Nikas 

(Dimitri Nikas 
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Duke Energy Trading and Marketing LLC ( BB6-/StablB/- ) 

See Duke Energy Corp. Dimitri Nikas 

Duquesne Light Co. ( BBB/Watch Neg/ -

See Duquesne Light htoUings Inc. Gerril Jepsen 

Duquesne Light Holdings Inc. ( SBB/Watch Neg/- ) 

Credit quality can be affected t»y multiple periling issues. Distribution arHl transmi8Sk>n rate proceedings coukl resUt In Gerrit Jepsen 
strengthen^ cash (k9W measures, particulariy during tha company's cunently high capital spending phase. Morewer. 
rate increates <M help bolsier cash fknv measures as other businesses such as synlhetk: fuel operations are phased 
out. Also, the pendirtg acquisition by Macquarie Infrastmcture Partners and OiversiAed Utility arvl Energy Trusts lor S3.15 
bilBon could affect credit quality because of the signlfk:arU amount of debt financing being proposed. Increasing 
consoiklated detrt by or>e-third wAH weaken financial measures after the acqutsilion closes. 

Dynegy Holdings Inc. ( B/Watch Dev/- ) 

See Dynegy inc. Swami 
Venkataraman 

Dynegy Inc. ( B/Watch Dev/B-2 ) 

The ratings on Dynegy and Its subskliaries are on CreditWatch with davek)pir>g ImplKaiions tbdowir̂ g the acqulsitton of Swami 
LS Power's assets that was announced on Sept. i s, 2005. SInca the purchase is flnanced primarily with Dynegy Venkataraman 
comrrton stock, we expect to atfinn all ourratir^on Dynegy and Dynegy Holdings 9 the transactnn is consummated as 
currently ai>oar*ad. We expect Dynegy to operate all assets as one portfolio, allhough project firwncings at the LS Power 
entities ara expected lo be largely untouched. The acquisition improves the geographk: and (fepalch diversity of tha 
portfofc) aryj provides for near terni cash flow certainty since LS Power's fleet is substantially contracted. 

E.ON U.S, l i e I BBB+ZSlaWa/- ) 

E.ON U.S.'s two unities in Kentucky are good performers, with kiw costs, a reasonable regulatory environmeni, and high Todd Shipman 
custonwr seiisfactkm ratings. Capital spending on envlronrr>ental compliance upgrades has been mostly compleied 
Parent E.ON AG continues to back up its support lor E.ON U.S., which is Important for ratings stability. 

Edison International ( BBB-/Stabie/- ) 

Ratings stability is expected in the near term Icjiowing a recent rating downgrade. The rating actkjn came in response to 
revised strtuegic polides that aOow capital inhjsions to be made into unregulated subskliaries H needed to support growth 
initlalivea. As compared wfth 2005, the company exhibited continued improvemeni In fully at^usted FFO Interest 
coverage whk:h exceeded 3.0x for Ihe adiusted the 12 months ended Sepi 30.2006. For the same period, FFO to total 
debt strenfithened lo 18%. 

Oavkieodek 

Edison Mission Energy ( BB-/Stable/- ) 

The recent ratings upgrade reflects managemenl's revised strategic polk:ies thai alkMr capilal infusionB to be made trtm\ 
Edison Mhskm Energy's uRInnate parent. Edison lntematkx>al, into Hs unregulated subsidiaries if needed to support 
growth opportunities and If in the best interest of stiareholders. Ad)usied financial metrics for the 12 months ended Sept. 
30, 2006, remained largely In line with metrics lor the fiscal year ended Dec. 31. 2O06, including FFO Interest coverage 
of about 2.ix and a sfight reduced FFO detit Coverage of about 8.5x. FoPowtng Iho upgrade, the rating outlook was 
restored la stable from posltivs to reflect the AnEndal pressures ihal wtB likely result Irom capital expenditures needeq to 
implement emisskns reducttona. 

DavkJ Bodek 

Edison Mission Marketing and Trading ( BB-/Stabl6/~ ) 

Edison Mî shv) Mari(elina and Trading is rated on a consolklBtBd basis with Edison Mtsskxi Energy. Trading and 
mariceling aclMties are largely restricted to hedging actfvlttes Ibr coaMlred generafkxi. 

David Bodek 

El Paso Electric Co. ( BBB/Stable/- ) 

Cash ftow trends remain strong, and Issues at the Pek) Verde nuclear power statkm appear to have been resolved. Pak) 
Verde unit 2 retumed lo luH operalkyis after a planned refueling outage r i htovember. Funds from operatnns (FFO) 
lnterestcoverageandFFOIodebtr3tiowa9astrongaxand2S%, raspecbvely, forthe 12-month period ended 
September 2006. Slror>g cash flow was driven by a combinatnn of retail sales growth, off-system sales, and recovery of 
previously deferred Fuel expenses. 

Chineto 
Chidozie 

Empire Distr ict Electric Co. ( BBB-/Stable/A-3) 
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lnlegratk)n ol the acquired gas uiiflty, now Empire Gas, Is a key influence on the compai^s financial performance. 
Empire's S30 mllinr eleciric rate case pending before the Missouri PubUc Servtee Commisskm should be compleied 
shortly. The outcome is inportant to Empire's creditwKttiiness given the tack of a pennanem energy-cost recovery 
mechanism and heavy capital spending program. Financial measures ftave been mixed for tha rating, and are expected 
lo remain so over Ihe near temi. 

Cerrlt Jepsen 

Energen Corp. ( BBB+/S(able/- ) 

Energen continues to benefit from higher oil and gas prices, as expkxation and productkm operatnns continue to boost Chtirles 
consoiklated cash Ikms. The announced joint verture wth CHK lo devekip Atabama Shale shoukl assuage concems Laporta 
about escalatirtg capital expenditures at the E&P unit. The rating Is stable due to the strer>gth of the Alabama Gas utility 
business. FFO to total adjusted debt Improved lo 54% for the 12 nxxiths ending Sept. 30, 2006. 

Energy East Corp. ( BBB-f-/Stable/A--2 ) 

FkwrKial parameters are weak due to an unfavorable regulatory ruling at largesi sutiskflary r4ew York Stale Electric & Ralph 
Gas Corp. (NYSEQ). NYSEG requested a $58 millkjn rale hike {11% ROE) bul received a S36 million rale cut (9.55% DeCesare 
ROE) ruling. The ruling also requires the utility lo utilize a variable rate supply option, whk:h can make earnings more 
volatile, Fomierly soUd funds from operations (FFO)lo)ntere«coverage of 3. Ix and FFO to debl of 18.4% are l ik^ to 
vMBken in 2007. 

Ertogex Inc ( BBB4/Stabla/- ) 

See OGE Energy Corp. ieanny Silva 

Entergy Arkansas Inc. ( BBB/Negalive/~ ) 

See Entergy Corp, Dimitri Nftas 

Entergy Corp. ( BBB/Negatlve/~ ) 

Entergy conUnues IP recover storm costs throughout Its jurisdkrttons. AH subskliaries are authorized lo create storm 
reserve accounts. Entergy^ ongoing cttaBenges Include the dispute sumiundlng the system agreement for Ariiansas and 
the pMential for separalkm of Entergy Guff Statas into a Texas and Louisiana based companies. The company's financial 
profile remains robust with adequate credit protectktn measures for the 12 months erxled SepL 30, 2006. 

DtmFlri Nikas 

Entergy Outf States Inc. ( BBB/Negative/- ) 

See Entergy Corp. 

Entergy Louisiana LLC ( BBB^egat lve/- ) 

See Enlergy Corp. 

Entergy Mississippi I n c ( B&B/Negativef- ) 

See Enlergy Corp. 

Entergy New Orieans Inc. ( D / - / - ) 

See Entergy Corp. 

Dimitri Nfte^ 

Dimitri Nikas 

Dtmitri Nikas 

Dimlbi Nikas 

Equitable Resources Inc. ( A-/Watch Neg/A-2 ) 

The total purchase price of Otmlnkm Resources' natural gas distrlbulkxi arxl mklstream businesses is expected to be Ralph 
about S970 million, and il Is not certain what mix of debt, equity and/or asset sales martagemeni will use to furul the DeCesare 
purcTMse. WhAe the k>v«r business risk dlstributton business wU make up about one-quarter of operating irtcome after 
the acgulsitkMi [up from about 13% prior), the urxiertatnty about the uilimate capital structure, as well as the planned 
lorniaHon of a holding company, keep the ratings under review. 

Exelon Corp. ( BBB+/Watch Neg/A-2 ) 

The ratings on Exekjn, Exeton Generatton (ExOen), and PECO Ertergy remain on CreditWatch with negative impficatkxis 
due to the potential for legislators in Illinois to exterxl subsMlary Commonwealth Edison's fComEd) currenl rate Ireeze lor 
another three years. DespHe having taken steps to Insulate itself from a bankruptcy filing at ComEd, If rate Ireeze 
tegislatton Is sigrted Into law, the ratings on Exelon and ExGen wouM likely decline due to heigNerwd counterparty credit 
risk al ExGen (ComEd and Ameren Corp.'s utilities will be customers of ExGen after 2006) and the potential for 
permanent toss of dlvklend income from CmnEd lo Exeton. Fully adjusted FFO to debt (22%) for the 12 month period 

Jeanny Silva 
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ending September 2006 is moderate to weak for the rsling. Absent a rate Ireeze extension, consolklaled financial metrk:s 
shoukl Improve wlh addittonal (and higher ntargin) maritel. 

Exelon Generation Co. LLC ( SBB-*-/Watch Neg/A-2 ) 

See ExetonCorp. Jeanny Slha 

Todd Shipman 

FirstEnergy Corp. { BBB/Stable/- ) 

The company's rate certainty plan ki Ohio win tower cash flow in Ihe near term, but is viewed as credil neutral, as il 
preserves the recovery of imreased fuel costs after 2008. The company's operating performance has been satisfactory, 
but doubts remain on the sustainability of nuclear operattona. Rate cases in Pennsylvania and the post-200e marital 
structure in Ohio are other risks. Cl'mblng maintenance expenditures wfll cut into free cash How In 2006. Financial 
metrics and llqukllty have improved marttedly, as substantial debt was pakj down in 2005. A share-repurchase program 
will bruise credit metres, but they will remain consistent with ratings. 

Florida Power & Ught Co. (A/Stable/A-1 ) 

See FPL Group Inc. 

Florida Power Corp d/b/a Progress Energy Florida inc. ( BBB/Stable/A-2 ) 

See Progress Et>efgy Inc. 

Florida Progress Corp. { BBB/Stable/A-2 ) 

See Progress Energy Inc. 

FPL Group Capital Inc. ( A/Slablo/A-I ) 

See FPL Group Inc. 

Jodi Hecht 

Jodi Hecht 

Jodi Hecht 

Jodi Hecht 

FPL Group inc. ( A/Slabia/- ) 

FPL Gnsup's consoikJaled llnanclal performance for the 12 months ended Sept, 30,2006 reflected hiproved cash now Jodi Hechi 
from trie coOactlon of Ihe fuel surcharge at the utility. FFO to interest coverage h u improved to over 4x compared lo 2.7x 
for the twelve morths haiiirfg Sept. 30, 2005 end FFO to average debt grew to over 19.5x as of Sept. 30, 2006 compared 
with over 13.5% In the prevtous year. The det» to capital ratto, whtoh vras over 55% at Sept. 30, 2006, is expeaed U 
decline vrfien Ihe uHIHy uses the proceeds from the storm sscuritizatkxi lo reduce cor>soHated debt. 

Georgia Power Co. ( A/Stable/A-1 ) 

See Southern Ĉ o. Teny Prett 

Golden State Water Co, ( A-/StBble/- ) 

See American States Water Co. Mk:hael 
Schokfer 

Great Plains Energy I n c ( BBB/StaMe/- ) 

Fully adjusted (Including pensions) cash flow pnjtecton measures remain adequate for the raOng, wfth adjusted FFO to Jeanny Silva 
debt at about 22% lor the hwlve months e n d ^ Sep! 2006. Al 57% a^usted leverage is moderate. Although Kansas 
City Power 4 Light's (KCPL) capital requirements are high, access to a regulalory accelerated amonlzatkxi mechanism » 
a mitigBting factor. In December 2006, KCPAL received a favorable regulatory order In h«ssouri approving roughly SSl 
miJlton increase in annual revenues, rellectlng an ROE of 1 (-25H and an equfty ratio of 53.7%. About J22 mJlUon of Ihe 
Increase reflects addlUonal amortlzatton to help malntam cash Row levels. In Kansas, KCPL recently agreed to a 
settlemeni equal to S29 mllUon. 

Green Mountain Power Corp. (BBB/Watch Post- ) 

The ratings on elactric power utHjly Green Mountain Power Corp. remain on CredifiWatch wiih poslth^e impltoattons. Kenneth L. 
fottow*ng the accjuialtton announcement on June 22, 2006, by Northern New England Energy Corp.. a subsMiary ol Gaz Fater 
Metro Inc. (AVNegatlve/-). The company ties negotiated a a.6% rata increase tor 2007 to offsel current high power and 
transmission cosis. The Vermont Public Senrice Board must slUI approve the utility's rata case and alternative regulalory 
plan. Over the intermediate term. Green Mountain Power wHI require adcatlonal rate reliel to maintain financial measures 
appropriate lor Ihe cunent ratings, given the anticipaled Increases in power costs with the expiration oi its power supply 
hedge 
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Gulf Power Co. ( A/Stable/- ) 

See Southem Co, Terry Pralt 

Hawaiian Eiectric Co. Inc. ( BBB-»'/Neg8tive/A-2 ) 

See Hawaiian Eleciric Industries inc. Barbara 
Eiseman 

Hawaiian Electric Industries inc. ( BBB/Negative/A'2 ) 

Third quarter results were down mainly due to tower Investrrient geine. Higher operatktns and maintenance expenses Bartura 
largely offsel revenues from Interim rnW relief granled In the fall of 2005. Electic sales were essentially lat owing to Eiseman 
coaler, less humid wealtwr and conservation. Ttw bank subsidiary's earnirigs continued to be challenged by margin 
compression and rtslng Interest costs, causing kxwr third quarter bank eamings. Acceterating cortstructton expenditures 
will necessitate an increased reliance on outside capital. A final rate order regarding subsidiary Hawaiian Eiectrto's 
pending rate case Is cnjcial to help im financial measures to more apprDpriale levels and ebninate the rating's negative 
outlook. Also of some concem is Hawaii's Act t62, a new law which appears to confinn the publk: utiGty commlsston's 
ability lo authorize the utINIy's fuel at^uslment clause. A material change to Ihis mechanism woukl harm the company's 
financial profile ar>d detract from ils satisfactory business posltton 

IDACORP Inc. ( BBB-f/Negatrve/A-2 ) 

with ttw droughrs end end the rebounding power sates revenues for Its primary subsktlary, Idaho Power, financial raUos Mtehael 
for IDACORP are expected to continue to improve to levBts commensurate with ils 'BBB+' rating. Operating Income Scholder 
Increased by almost 30% through the flfsl three quarters of 2006. Leverage moderated as lotal debt as vfeH. Cash ftow 
protection measures are adequate, with FFO coverage of interest of about 4.Ox. Liquidity Is satisfactory as well. 

Idaho Powvr Co. ( BBB+/Negative/A-2 ) 

See IDACORP Inc. Mk:hael 
SchoMer 

Il l inois Power Co, ( BBB-/Watch Neg/- ) 

See Anteren Corp. Barbara 
Eiseman 

lr>dlana Gas Co. Inc. ( A-/Stable/- ) 

See Vectren Corp. Gerril Jepsen 

Indiana Michigan Power Co. { BBB/Stable/- ) 

See American Electric Power l2o. Inc. Todd Shipman 

Indianapolis Power & Light Co. ( BBWPosilive/- } 

See IPALCO Enterprises Inc. Barbara 
Eiseman 

International Transmission Co. ( BBB/Posltlve/- ) 

See ITC Holdings Corp. Gentt Jepsen 

Interstate Power & Ught Co. { BBB+/Stable/A-2 ) 

See Alliant Energy Corp. Jeamy 91va 

IPALCO Enterprises i n c ( BB+/Posilive/- ) 

The outlook on IPALCO was revised In mkl-2006 to positive Irom stable as we expecl certain key financial metrics lo Barttara 
strengthen over Ihe next coupto of years due to somaMtiat tower-than-expected environmental-reiated capital outlays, Eiseman 
supportive ratemaking trealmertt for such expenditures, reduced external funding needs, and cost conttots. Currently 
strong intemal furuling of the company's conslructkyi program is expected to slip bekiw 75% tor 2006 when 
Bnvln>nmental-related spending peaks, ̂ nd rebound to over 100% In 2007, Meanwhile, consoiklated ac^usled tolal debt 
lo capital will hover around an exceptionally high 106% to 110%. 
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ITC Holdings Corp. ( BBB/Positive/- ) 

The integration of recenlly acquired Mehlgan Elactric Transmission Co. (METC) will be reviewed over the next several Genrt Jepsen 
months atong Mth any changes in Ihe methodology used lo sel rates at METC. Cash flow measures are axpected to 
declir>e to levels more consistent with benchmarits, while leverage is expected to remain about 70%. 

Jersey Central Power & Light Co. ( BBB/Stable/- ) 

See FirstEnergy Corp. Todd Shipman 

Kansas City Power & Light Co. ( 6BB/Stable/A-2 ) 

See Great Plains Energy Inc. Jeanny Silva 

Kansas Gas & Electric Co. ( BB-f/Posiltve/- ) 

See Weslar Energy Inc. Barbara 
Eiseman 

Kentucky Power Co. ( BBB/Stable/- ) 

See Americon Electric Power Co. Inc. Todd Shipman 

Kentucky Utilities Co. ( BBB+/Stable/A-2 ) 

See E.ON US Todd Shipman 

KeySpan Corp. < A/Watch Neg^A-t ) 

Ratings on KeySpan Corp. remain on CreditWatch wiih negath^e impBcaitons, given the pending sale of the company to Kenneth L. 
Naltonal Grid PLC (AAValch Neg/A-1) for S7.3 bHlton (£4 2 billtoo) plus assumed debl of $4,5 bilikjn (E2.6 bHlkm). We Farer 
anticipate resotvlng the CreditWatch listing and kwraring the ratings on KeySpan and ils subskliaries by one notch when 
Ihe acquisilton receives regulatory approval and becomes unconditional. This is expected in mkl-200T, foltowing approval 
from New York and New Hampshire state publk: utility regulatory commlssiorts. Despite the acquisition, we expecl 
additional Improvement In KeySpan's cash fkiw measures and reduced leverage over the intermediate terni. 

KeySpan Energy Delivery Long Island ( A-̂ -ZWatch Neg/- ) 

See KeySpan Corp. Kenneth L. 
Farer 

KeySpan Energy Delivery New York ( A+/Watch Neg/- ) 

See KeySpan Corp. Kennah L 
Farer 

KeySpan Generation LLC (A/Watch Neg/- ) 

See KeySpan Corp. Kenneth L. 
Farer 

Kinder Morgan Inc. ( BBB/Watch Neg/A-2 ) 

The implementation of a Mchigan f\b1to Service Commlsston-authorized Iransitton charge has helped to slow sales Todd Shipman 
tosses Irom the customer chotoe program in the first quarter of 2006. Hcwever, the conmilsslon is consldervig a rate 
decrease thai couW erode the ccmpany's financial profile betow a level conststant vrith cunent ratings The stable outlook . 
on OTE Energy Co. is based in part in advancing a constructive regulatory agenda. In additton, synthetic fuel operations 
were expected to generate about one-lhird of total cash flow in 2006, but high oil prtoes could cul Inlo Ihat forecast. 

Laclede Gas Co. ( A/Stable/A-1 ) 

See Laclede Group Inc. Bart>ara 
Eiseman 

Laclede Group Inc. (The) ( A/Stable/- ) 

Funds from operattons (FFO) to dabt al betow 18% and total debt to capital of above 60% are somewhat wnak for the Barbara 
ratings. Weather-mltigatton rate design, a gas supply Incentive plan, a dividend rslnveslmenl plan, and possible Eiseman 
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increased profits from Ihe company's unregulated ventures shoukl modestly strengthen the company's financial 
cortditton. Ladede's recenl purchase of Retlarrl Services LLC'S Indiana assets was relatively small arxl funded with cash 
on hand. 

Louisvil le Gas & Elecb-lc Co. ( BBB>/Stable/A-2 ) 

See EON US Todd Shipman 

Madison Gas & Electric Co. (AA-/Stable/A-1+ } 

Madison Gas & Electric's (MG&E) ratirtgs were recerrlty afllrmed due to strong cash flow measures, all up Irom year-end Gerrit Jepsen 
2005, and tower det>t lo capital. The company's constriction program wriU continue to be monitored for any signiTtcant 
t o i \ Increases and the eDecl ot the program on the utility's financlsl measures. We expecl ongoing supporiWe regulation. 

Massachusetts Electric Co. (A/Waich Neg/A-1) 

See l^ttonal Grkl USA Kenneth L. 
Farer 

Metropolitan Edison Co. ( BBB/Stable/- ) 

See FirstEnergy Corp. Todd Shipman 

Michigan Consolidated Gas Co. ( BBB;Slable/A-2 ) 

See DTE Energy Co. Ralph 
DeCesare 

Michigan Etoctric Transmission Co. ( BBS/Positive/- ) 

See ITC HoMtogs Corp. Gerrit Jepsen 

MidAmerican Energy Co. ( A-ZStable/A-l ) 

MidAmerican Energy (MEC) continues Ils stable financial perfonnance. FFO coverage of interesi and debt for the 12 Swami 
nr>or̂ hs ended Sept. 30,2006 were S.7x and 28%, respectively. Construction of Ihe Council EMuffs coal plant is Venkatarantan 
proceeding on schedule and shoukl be completed to the summer of 2007, MEC has compleied 360 MW of v^nd 
generatton and received approval for another 545 MW In April 2006, î îtoh was partly flnanced through a first mortgage 
bond issue In October 2000. The company's rale settlement in Iowa extends through Dec. 3t, 2011. The rata settlement 
does not Incorporate a fuel ai^ustment clause, which may t>e problamatk: given Increasing fuel costs, but this is miligated 
by a largely stable coal-fired assel base and the ability lo request a rale tocrease shoukl the actual ean>ed kwa 
jurisdtoltonal ROE falls betow 10%. 

MidAmerican Energy Holdings Co. ( A / S t a U e / - ) 

While MWAmerlcan Er>ergy HotdirYgs* (MEHC) credll rrwtrtos are knprovlrag. rattoa are clearly weak for the 'A** ratkig. The Surami 
rating benefits from BerkshirB Hathaway's support. For the 12 months ended SepL 30, 2006, FFO to Inierest and debt Venkataraman 
stood al 3.3x and 10.9%, respectively. Debt lo lotal capital had shown a sut>s4antial Improvemeni Irom 77.8% as of Dec. 
31, 2005 to 69.8% as of Sepl 30. 2006. tnakily reflecting the equity Inhjston lor the acquisition of PadflCorp. MEHC 
continues to took for investment opportunities, whtoh wouM likely be funded in targe part by eguly IVom Bertcshire 
Hathaway. 

Middlesex Water Co. ( A-/Stat^e/- ) 

Capital speiKltog requlremems continue to be high at subsidiaries Tidewater Utilities Inc. ar>d Tklewater Environmental Plana Lee 
Servk«s Inc. (TESI). in addHlon. regutatory treatment lor new wastewater operatkms at TESI continues to be uncertain. 
Although, the company's FFO Interest coverage remained stable al 3.6x tor the 12 months ending September 2006, debt 
leverage was high al 58%.However. repayment of 5hort.tenn debt Irom proceeds of the recently completed equity 
Issuance Is expected to support the company's credit measures. 

Midwest Independent System Operator Inc (MfSO) (A+/Stable/- ) 

Initially Louisville Gas A Electric's (LG&E) and Kentucky UtiftiBs' withdrawals from Ihe Nfidwest Independent Gerrit Jepsen 
Transmiaston Syslem Operator Inc. (MISO) appeared to be unsupportive of credU quality, but Ihe withdrawal did nol 
weaken MISO's financial proflle since Ihe utilttles pakl an exit lee of about $33 mlRton to MISO that may be used to cover 
the ftftancial obligations that were related to the utilllles' participation In MISO, Including Interest and pr^pa l payments 
on debt. However, any targe exodus o( higher-load memt)ers couto Introduce finandal rtsk because remaining MlSO's 
members wouM be required to pay lor a greater share of costs for operalions, flnandng, and capital expenditures. 
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Mirant Americas Generating LLC ( B+/Stable/-

See Mirant Corp, Terry Pratt 

Mirant Corp. ( B+/Stable/- ) 

Mirant compteted a i 1.23 billion stock repurchase in the third quarter of 2006 with cash, and expects to repurchase an Terry Pratt 
additional S1DQ rr^km in stock, also from cash. Ktranl recenlly reached an agreen>enl to sea hs Asian assets, wtiich wiR 
provtoe about S2.77 bilUon after payhg down asset level debt. Mirant continues the bkkling process tor Caribbean and 
3,504 MW of U.S. gaS'flred power ptam asseis. Mirant expects lo complete all assel sales by mkl-2Q07. The credit effect 
ol the sale of tha assets, which prcnrkle about one-half of EBITDA, will depend on tt>e company s capitalization plan and 
its Itoukllty strength to meet capital expenditures, suppTy woridng capital needs, and support trading operattons. 

Mirant Mid-Atlantic LLC ( BB/watch Neg/- ) 

See Mirant Corp. 

Mirant North America LLC ( B+/Stab1e/- ) 

See Mirant Corp. 

Mississippi Power Co. ( A/Stable/A-1 ) 

See Southem Co. 

Teny Pratt 

Terry Pratt 

Terry Pratt 

Monongahela Power Co. ( BB+/Posrtive/- ) 

See AlleghwiT Energy Inc. Aneesh 
Prabhu 

MXEnergy Holdings Inc. ( B/Stable/~ ) 

The SESCo acquisition was successfully dosed on Aug 1, 2006. Rnarx:ial and operational perfomiance tor the fiscal Swami 
year er>ded Jurte 30, 2006 b in line with expectattons. FFO coverage of Interest and debl stood al 4.7x and 744%. Venkataraman 
respectively. vMe debt to capilal was 2.6%, reflecting the virtual absence of debt prior lo the SESCo acquisilton. 
Management's focus over the next couple of years will be on Integrating the SESCo acquisition and impterrtentlng formal 
inlamai controls for both accounting and risk management. Continuing to acquire customers at competitive rales Is key. 
FufKls from operations coverage of interest aiKl debt is expeaed to beatxxJt I.Sxend 11,5% respectively in 2007, and 
improving over the next lew yeais. 

Narragansett Electric Co. ( A/Watch Nag/A-1 ) 

See rJattonal Grid USA Kenneth L. 
Farer 

National Fuel Gas Co. ( BBB-i'/Stable/A-2 ) 

Mationat Fuel has submitted a rate case agreement with the PennsyWania Put>Bc Utility Commissior) to Increase annual Charles 
revenues by S25.9 million. TTie In-service dale for the company's planned expenston of its Empire Stele PIpeIhe has Lapona 
been pushed back a year to November 2008. Credit metrtos contirtue to improve, but may prove volatile due to weak 
assets in the E&P unH, whtoh have resulted in continuing ceiling test visite-downs. FFO Interest coverage was B.ax for 
the year ending Sept, 30, 2006. 

National Grid USA (/UWatch Neg/A-1 ) 

The ratings remain on CredllWatch with negative implcatlona. loltowtng the pending acquisitfan of KeySpan Corp. by Kenneth L 
parent-r4aUonal Grid PLC (A/Watch Neg/A-1) for S7.3 bHllon (£4.2 bilBon) plus assumed debt of S4,5 biltton (£2.6 blltton). Farer 
We aniicipate resotving tfie CredHWalch BsUng and towering tha ratlr»gs on Naltonal Grid USA and Its subsidiaries by one 
notch wtien the acqulsltton receives regulatory approval and becomes uncondlltonal. Over the inleimediate term, the 
acquisitton ol KeySpan and signtftoant capital programs will likely weaken consoiklated credit rattos, although Naltonal 
Grid USA shouW makitain stnsnger credit measues than the consofldated compeny. 

Nevada Power Co. ( BB-/Stable/-) 

See Sierra Pacific Resouices Swami 
Venkataraman 

New England Power Co. ( A/Watch Neg/A-1 ) 
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See Naltonal Grid USA Kenneth L 
Farer 

New Jersey Natural Gas Co. { A-i-/Negative/A-1 } 

The compeny continues to benefit Irom its attractive service area, above-average customer gn»rfh. and favorable Kenneth L 
regulation by the New Jersey Board of Pubh; UtillUes. These strengths are moderated by tt>e greater risk of unregulated Farer 
activities at ils parent (New Jersey Resoirces Corp,). Al Sept. 30, 2006, credit measures were appropriate lor Ihe cunenl 
rating. However, New Jersey Natural Gas needs to demonslrato sustained pertormance and prudently financed gnawlh 
pro|ects In order for the outtook to return to stable. 

New York State Electric & Gas Corp. ( B8BWStable/A-2 ) 

See Energy East Corp, Ralph 
DeCesare 

Niagara Mohawk Power Corp. ( A/Watch Neg/- ) 

See Naltonal Grid USA Kenneth L 
Farer 

Nicor Gas Co. ( AA/Negallve/A-1 + ) 

See Ntoor Inc. Bariiara 
Eiseman 

Nicor Inc. ( AA/Negative/A-1+ ) 

The nnancial ' . i ^ : ^ has been declining fnsm htstorlcaDy strong levels. Howevei, due to lower debt levels and higher Bart^ra 
operating results In aM of Nk;or's business segments, certain financial metrics improved. In this regard, total debt to Eiseman 
capital and funds from operalkyis to total debt are hovering around 48% and 24%, respectively. Of credit concern is the 
IBInols Commeice Commta^oo's review ol the Nicor Gas' performance based rale plan in -Miich vahous parties have 
filed for a<$ustments ranging from (108 milUon to S190 mlllkin. In additton, gas supply costs are open to the risk of 
hindslghl prudence reviews by reguialors, with 1099-2005 currentfy under review 

NiSource Inc. ( BBB/Stable/- ) 

Thlrtl quarter results Improved due to knmr interest expense, strong demand in the electrk; business, and Improved gas Barbara 
dislrtoution margins resutttng from kMw operating expenses. Certain key financial metrics remain subpar for the rating. Eiseman 
with adjusted FFO to total debl atnear13% and lotal debt ho '̂erlng around 60%, Reduced usage and cuslomer att/ltton 
In the natural gas distiibutton se^nant may hirttwr pressure the company's financial prrrflle. 

North Stiore Gas Co. ( A-/Negative/A-2 ] 

See Peoples Energy Corp. Jeanny Sttva 

Northeast Uti l i t ies < BBB/Stable/- ) 

Northeast Utilities |NU) recenOy completed the sate ol its compettllve generatton businesses, thereby improving the Ralph 
business profile. Capilal sperKfing levels are expected to be heavy In the next several years as NU buflds oul Us DeCesare 
transmission infrastructure in Conneetkxit and Southem New England. Access lo capital maricet llnanclng wil likely be 
needed, despite Si blMon In asset sale proceeds. NU sees no need to raise equity in next two years and may increase 
debt leverage NU's financial profile Is slightly weak for tha rating and la dependent on favorable regulatory actions over 
the next several years. 

Northern Indiana Public Service Co, ( BBB/Stable/- ) 

See NiSource Inc. Barbara 
Eiseman 

Northern Natural Gas Co. ( A/Stable/- ) 

Structural ring-fencing provisions allow for a ratings separatton from parent MklAmerican HoUings Co, Northern Natural Swami 
Gas' stand-atone Financials support the higher rating and Standard A Poor's expects continued sobd stand-atone credit Venkataraman 
metrics. For the 12 monlhs ended Sept 30, zooo, FFO coverage of interesi aixl debt stood al 5.5N and 28%. 
respecUvely, while debt to capital was 43% A rato setHemenl reached In 2005 will provide for rate stability until 
November 2007. 

Northern States Power Co. ( BBB/Stable/A-2 ) 
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See Xcel Energy Inc. Oavkl Bodek 

Northern States Power Wisconsin ( BBB+/Stable/- ) 

The rating ol this subsitiary of Xcei Energy Inc. reflects affiliation with the Xcel lamlly ol companies and Ihe benefits of DavW Bodek 
nagulalory Insulatton. See Xcei Energy Inc. 

Northwest NattiraJ Gas Co. i AA-/Stable/A-t ) 

FFO Interesi coverage and FFO lo total debt lor the 12 months ended Sept. 30.2006, stood at 4.4x and 19.8%. Mk:hael 
respectively. The company has a conser/atNe hedging policy, but has irx^vased cash flow exposure by reducing Schokler 
targeted hedge levels below those ol prwr winter seasons. Addlltonal pipeline Investments are being considered. 
TransCanada's Gas Transmiaston Northwest system and htorthwesi Natural are hokling an open season for the new 
220-mlte Palomar Gas Transmlsston project, whtoh couU make gas purchases more competitive In Ihe Northwest, The 
System coukl be conTtgured to serve liquefied natural gas facilities that have been proposed tor Ihe Columbia River. 

Northwestern Co^x ( BB*/Wa!ch Neg / - > 

Babcock & Brown Infrastructure Ltd, (BBI) is buying Northwestern for $2.2 billion that win be linanced with 5505 milUon Gerril Jepsen 
of new debt at an Intermediate hoUing company, a mix of funds from BBI, and the assumption of NorthWestern's existing 
debl. NorthWestern's credit measures that are strong for the "BB** rating wouto weaken after the transactton closes in 
mid-2007 dua to the (ncremenlal dePt, vrfirch could put downwanf rating pressure on the company. Also, NorthWestem^B 
pending Montana regulatory filings regarding a rale review and the acquisitton may have cash fhsw impllcattons. 

NRG Energy Inc. ( 6+/Stable/B-2 ) 

The recenl announcement of a sharp Increase in near-term needs for capilal expertoitures lo meet emisstons compliance David Bodek 
regulethyis leaves open the questton of the amount of detit Tviandng ttiat will be rKseded to suppon the expanded capital 
program, as MOI as quesitons regarding managemenl's oversight of such exposures. The ratings ware alTirmed upon the 
$1 biillon-phis financing that enabled the company b reset Its hedges to firm up the revenue stream over a longer 
horizon. Men^anl exposure remains a) the end of the hedge arrangements, whtoh represents a key aedli risk ur>derlylng 
the 8*-' rating. 

NSTAR (A+/Stable/A-l ) 

NSTAf7s pursuit of transmission and distribution activiUes and mainterunce of a sirortg financial profBa suppon the Kenneth L 
current ratlrigs. Leverage remains weak >rith adjusted debt to capital of 67%. bul should gradually decine tmcause ot Farer 
higher retained eamings and minimal debl maturities. However, cash flow measures are acceptable at the currenl ratlrtg. 

NSTAR Gas Co. { A+/Stable/- ) 

See NSTAR Kennelh L 
Farer 

OGE Energy Corp. ( BBB+/Stable/A-2 ) 

Funds from operattons were up nearly 12% during the nine months ertding September 2006 due to higtwr rales and Jeanny Silva 
favoratM weather at OGftE and higher gross margins In every business line at Enogex. Adjusted credit metrics are 
adequate for the rating, with fully adjusted FFO lo total debl at 28% for Ihe 12 months ended September 2006 end 
at^usled debt to capital <rf 53%. New plans for increased capitet expendrtures coufcf pressure ratings over the 
intemiedlale term. However, most of these expendlures are tor regulated projecls for which the company is expected to 
seek pre-approval. In July 2006, ttw company announced plans for OG&E to be a 42% partner in a new OSO megawatt 
coal unit at OG&E's existing Sooner plant expected to be cost approximately S1.8 bUlton. ShouU Ihe project pnxeed, 
ratings stability wouU depend on the appropriate management of costs and on the level of regulalory support tor the 
project. 

Ohio Edison Co, ( BBB/Stabie/- ) 

See FirstEnergy Corp, Todd Shipman 

Ohio Power Co. ( BBB/Stable/- ) 

See American Eleciric Power Co. Inc. Todd Shipman 

Ohio Valley Electric Corp. ( BBB-/Stable/~ ) 

Operating trends are consistent but weak skxe Ohto VaSey Eleciric (OVEC) operates on a cosl recovery basis to serve Mtohael 
pou«r to Its oMner-customers. which are obligated to pay demand charges regardless of output as well as associated Schokler 
energy costs Currently, its owrter-customers are taking virtually all ol the generation and prickig remains compeiittve al 
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at»ut $32,5 per megsrwan-hour lor 2006, Coal Inventories are adequate, despite upgrade work al Ihe coal handling 
(aciiities for the Kyger Creek plant artd skiw inventory recovery due lo competlrig barge traffic. Cash flow protection 
measures are very thin, with FFO coverage of interest of about 1.9x. Liquidily is acceptable, with $73.2 mdlion Irt cash 
and a S200 milllon credit facility. 

Otdahoma Gas & Electric Co. ( BBB-t-/Slable/A-2 ) 

See OGE Energy Corp. Jeanny Silva 

Orange and Rockland litllitfes Inc. (/Wegalive/A-1 ] 

See Consolidated Edison Inc. KennethL. 
Farer 

Orion Povwr Holdings Inc. { B/Stable/~ ) 

See Reliant Energy Inc. Dimitri Nikas 

Otter Tall C o ^ . ( BBB^/Stable/- ) 

Credit metrics are adequate for the current rating category, vwth adjusted FFO to debt {InchJding per»k3n otaligalkins) tor Jeanny Silva 
the 12 months endirtg Sept 2008 at 26% and adjusted debt to capital (inctoding pension obllgattons) at about 51%. 
Construction of Big Stone II (estimated to begin in summer 2(X)7) coukl pressure the companys Intemtedtate fir^ancial 
proflle. Otter TaH cunently esfimaies that during the 2006-10 period ilwtt invest about S381 mlllon in electrk; 
construction, including S247 millton for Big Stone II, a 600MW coal-fired generatton unit that the company will devetop 
and operate for Its own use and on behalf of six other regtonal participant-owners. 

Pacific Gas & Electric Co. ( BBB/Stable/- ) 

Long-term etoctriclly- and toei-procurement acllvliles are ongoing and will define the utility's operational and financial Oavkl Bodek 
profile. The CalllonUa Pubfto Uiiliiies Comrnisston remairui commitled to provkling relief In response to material changes 
In utility costs, irfilch contributes to rating stability. The company exhibited gradual knprovements in ac^usted 12-monih 
cash ftowcoverage measures as erf SepL 30, 2006 of 3.7K and FFO to debt of 24%, as compared with June 30, 2006 
fully adjusted FFO Interest coverage of 3.4x and FFO to total debl of about 18%. 

PacinCorp ( A-/SlBble/A-2 ) 

Management remains focused on Integrating PacifiCorp's six stale operattons Inlo MklAmerican Energy Holdings 
(MEHC) and Improving retum on equity through Improved regulatory relationships and cost reductions. For the 12 
months ended Sept. 30, 2006, PacifiCorp's cash ftow coverage of Interest and debt stood at 3.3x and 16.6%, 
respeclivety, atthough ratings are driven by the consolidated credll quality of parent MEHC. Recent settlements in Utah 
and Oregon, wnie signlflcantly betow the origirul request. Is consistent wrfth expectattons in our forecast. Rate 
proceedings are underway In Washington, wtiich corrilnues to be a dianenge on cosl allocation Issues. We expecl 
continued equity contributtons Irom MEHC to finance PaclKorp's )6.4 bJllton 5-year capex program. PacrfiCorp has 
received S215 mill lo date since tfw March 2006 acquisitton. 

SwamI 
Venkataraman 

PECO Energy Co. ( BBB+AWatch Neg/A-2 ) 

See Exeton Corp. 

Pennsylvania Electric Co. ( BBB/Stable/- ) 

See FirstEnergy Corp, 

Pennsylvania P<yw6r Co. ( BBB/StaWe/- ) 

See RrstEnergy Corp 

Jeanny Sih>a 

Todd Shipman 

Todd Shipman 

Peoples Energy Corp. ( A-/Negatrve/A-2 ) 

Peoples announced merger plans with WPS Resources Corp. (A/Watch Neg/A-1}. Interim finana'als are negatively 
affected by Ihe setttement charge related to gas purchase prudence pnxeedlngs Ihal were setded in March 2006 and the 
wrtlB-off of $207 million of bad debt expense. Due to the outcome of the settlement agreement. Ihe company had 5107.3 
millton of expertses during the first nine months of fiscal year 2006 (wtuch ends in September), and its financial measures 
deterioraled, The compan/s FFO toitereat coverage raito *opped to 3.1x for Ihe year ertded June 30 2006, whtdi is 
weak for the rating level. Leverage ratios, such as FFO to total debt of 12.2% and total debl to capilal ol 56.8% 
(Increased sttot-ierm borrowing and the write-ofi tram equtty had negative effects), are also betow benchmaric levels. 
However, these charges are one-lime occunences arxl Ihe merger of Peoples Energy and WPS shoukl restore its 

Jeanny Sliva 
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t>atorx» shee). 

Peoples Gas Light & Coke Co, (The) ( A-/Negative/A-2) 

See Peoples Energy Corp. Jeanny Silva 

PEPCO Holdlr}g8 (nc. { BBB/SlaWa'A-2 ) 

The Company's performance through 2007 should remain steady. The outcome of pending distribution rale flltogs in Genii Jepsen 
Maryland VMH be knportant since supporiive regulation through rale Increases vrauto strengthen financial performance, 
easing strained cash Ikm measures due In pari to power cost deferrals that begen to mkl-20Q6. 

Piedmont Natural Gas Co. Inc. ( A/Stable/- ) 

Piedmont's llnanclal perfonnance remains appropriate tor the rating, with FFO interest coverage In excess ol 4x and FFO Todd Shipman 
lo total det>l above 20%. The company has a 50% inierest in Hardy Storage Co.. which intenas to buiU, own. and 
operate an underground Interstate gas storage facility in West Virginia. 

Pinnacle West Cepital Corp. ( BBB-/Stable/A-3 ) 

Regulalory relattoctahlps continue to be a nolaUe challenge for Pinnacle West Capilal (FV/CC) and its largest subskliary, 
Arizona Put>llc Service. Mth the ulllltys rate case expected to be a tocus of 2006 and the first half of 2007. The company 
Is requesting a 21% increase In r^ail electric rales. Recem siaSt recommendattons of 9.8% suggest it may be difTx^l to 
restore the company's financial profle, which hes been lagging, despite recenl supportive efforts by the Arizona 
Corporation Commission to IrKrease rates through a variety of temporary sumhargas. Factors thai are tempering 
financial perionnance Inctode a base rate for fiMi and purchased power benched to 2003 cosls. a relatlvety weak power 
supply adjuster that has led lo deferrals, and regulalory lag. Povwr cost deferral balances totaled about $206 millton as 
of SepL 30. 2008. 

Anne Selling 

Pivotal Utiltty Holdings ( A-/NegalivQ/- ) 

See AGL Resources Inc. Mtohael 
Messer 

PNM Resources Inc. ( BBB/Negative/A-3 ) 

Standard & Poor's expects near-term Improvement to Ihe credll metrtos at PNM Resources, with proceeds of a recenl Chineto 
equity issuance Hkely to go towards debt reduclton, and PNM's announced joint venture 'Mtt\ Cascade Investments. Chidozie 
which is expected ta be credtt positive. If cflvidands Irom the venture are used to reduce balance sheet debt. Currently. 
key fina>K:lal raltos at PNM Resouices are strMctted tor the rating level; management has. however, communicated 
cofiunlbrwnt to imptove these ratios in the near lemi. 

Portland General Electric Co. ( BBB'»-/Negative/A-2 ) 

Higher operafing costs and several forced outages al the 585 MW Boardman coal plani have resulted In weakened Leo Canilto 
finandal measures, with FFO to average total debt falling to a somewhat weak 18% for the 12 months ending Sept. 30, 
2006, versus 22% lor the simNar pertod ending Dec. 31, 2005. The company wi\ seek to recover relaled cosu. In 
addition to ihe gerterai rate case filed with the Oregon Pubftc Utilllles Comrnisston in March 2006, Ihe company has 
already OeO for deferral of replacement power costs incun'ed through Feb. 5, 2006. Additional factors supporiing the 
negative outlook Include weak projected financial metrics, litigatton surrounding the company's right to earn a retum on 
ils Trojan investmeni and the City of Pomand's ongoing attempts to tovestlgate Rs taxes and trading practtoes. 

Potomac Capital Inveshnent Corp. ( BBB-/StabJe/NR } 

See PEPCO Hokllngs Inc. Gerrit Jepsen 

Potomac Edison Co. ( BB+/Po9itlve/- ) 

See Allegheny Energy inc. Aneesh 
Prabhu 

Potomac Electric Power Co. ( BBB/Stable/A-2 ) 

See PEPCO HoWinos Inc, Gerrit Jepsen 

PPL Corp. ( BBB/StaWe/- ) 

In 2008, PPL Corp.'s merchant assets benefit from higher energy prices in the PJM regton and the Paciric Northwest Aneesh 
Margins also benefit Irom a price escaialor in Hs generatton rate cap with PPL Electric Lltililies. Adjusted debt to capital at Prabhu 
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55%. and Ff̂ O to debt of over 22% as of September 2006 were strong for the rating. Plant uprates $nd higher volumes 
on non-provider of last resort volumes wffl ato cash flow through 2007. StA, the company needs a sustained period of 
current price levels to fund projected capilal spertdhg needs on poilutkyvcontrol equipment To en&ura suRtolsnl cash 
Dow, the company has signed a tong^erm coal contract VMth Consot Energy through 201B. Liquidity remains adequate 
with about S2 bilton availability under PPL Energy's credit lines. 

PPL Electric Utilities Corp. ( A-/Slable/A-2 ) 

The utility's financial prafile continues to benefit from the last rate Increase in 20O4, whtoh also provkled tor recovery of all Aneesh 
PJM-related transmission cosls and have resulted in FFO to debt al 20% and debt to capital of 53%, whtoh are strong for Prabhu 
the ratlrtg. Mild weather In the first half of 2006 affected earnings modestly. A tower court ruling revoked damages from a 
2003 storm, bul is being appealed. Operations continue to be tn the lop decito. 

PPL Energy Supply LLC ( BBB/Slable/-

See PPL Corp, Aneesh 
prabhu 

Progress Energy I n c ( BBB/Positive/A-2 ) 

Financial performance for the 12 months endtog Sept, 30. 2006 lmpn>ved ss Ihe fuel surcharge for PEF and PEC Jodi Hecht 
continue. A t ^ t e d FFO \o average debt Improved to 1S.5% compared with 14% in the prior yew anil Ihe adjusted de)^ 
to capital Is down to 60%. We expect this trerto to continue as Ihe company compleles it debt reductkxi plan. 

PSEG Energy Holdings LLC ( BB-/Negative/B-2 ) 

Monetizalton of assets contlni>es with the sale at generating facilities in Poland and RGE in Brazil. Tax deducttons Aneesh 
flawir>g from leasing transactions continue to be an important component of the company's cash now. but sparit spreads Prabhu 
in Texas contrtNiTad meaningfully to n»wenues. We believe Ihal Publk: Service Enterprise Group Inc, win not deploy cash 
generated ai Puoiic Servtoe Electric 8 Gas Co. and PSEG Power LLC to infuse capital into PSEG Energy Hoklings, 
which has experienced several failed Investmer l̂s. The outcome of an IRS Investigatlan into tax deductions related to the 
company's lease portfolto represents a sizabto coniingoni exposure. 

PSEG Power LLC ( BBB/Negative/- ) 

See Publk: Service Enterprise Group inc. Aneesh 
Prat)hu 

Public Service Co. of Colorado ( BBB/Siabie/A-2 ) 

See PuHte Servtoe Enterprise Group Inc. Aneesh 
Prabhu 

Public Service Co. of New Hampshire { BBB/Stable/-

See Northeast UtHHIes Ralph 
DeCesare 

Public Service Co. of New Mexico ( BBB/Neg8llve/A-3 ) 

See PNM Resources Inc. Chineto 
Chtoozie 

Public Service Co. of North Carolina Inc. ( A-/Stabte/A-2 ) 

See SCANACorp. Dimitri Nikas 

Public Service Co. of Oklahoma < BBB/Stable/~ ) 

See Amertoan Electric Power Co. Inc. Todd Shipman 

Public Service Electric & Gas Co. ( BBB/Negative/A-3 ) 

See Public Servtoe Enterprise Group lr>c. Aneesh 
Prabhu 

Public Service Enterprise Group Inc. ( BBB/Negative/A-3 ) 

Meaningful debl reduction is comempleled, particulariy with cash dtstritiutlons from PSEG Energy Holdings. Adjusted Aneesh 
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debt to capital. FFO to debt and FFO to interest ol 60%. IG.3%, and 3.6x, respeclhrely. as of Sept. 30. 2006 are weak lor Prabhu 
the rating, but cash flow over the next six months will benefit Irom revenue enhancements associated with Ihe New 
Jersey Board ol Publto Utilities' latest wholesale electricity auctton and from operattonal improvements. Electric and gas 
rate cases were approved at expected levels but Ihe uliliiy has agreed to avoid rale Filings for three years, exposing it to 
cost increases in Oie Inlertn, Merger proceedings with Exeion were terminated, 

Puget Energy Inc. ( BBB-/Slable/- ) 

Regulatory support wfU be a decisive factor tn driving posstole rating improvemeni as tne company fnpeements a large Leo Carrillo 
Sl.4billton two-year capilal program for 2006 and 2007. including constructton of a major wir>d project by Dec. 2006 as 
wen as the purchase of the operating 277 MW combined cycle Goldendato Energy Center. Balance sheet measures are 
adequate, but cash flow measures are somewhat weak, with FFO to total debt of just g.g% for Iha 12 months ended 
Sept. 30, 2006. 

Puget Sound Energy Inc. ( BBB-/Stabie/A-3 ) 

See Puget Energy Inc. Leo Carrillo 

Questar Corp. ( - l - IA -2 ) 

The E&P operations of Queslar Martcet Resources (QMR) have benefited From high natural gas prices. QMR now Ralph 
conslltutes about 80% of consolidated cash flow, but about 65% of gas and oil produced is hedged tor 2007. AfNIatton DeCesara 
with Questar Gas and C Ĵestar Pipelne adds stability to Questar's consoiklated cash flows, both in the shori and king 
term. Gas supply offered through the Wexpro unrt. which receives a 20% regulated retum, is a significanl positive 
Financials ere currently sfrDr>g lor the rating, with FFO to total debt st 70%, clearty buoyed by high commodity prices. 

Ouestar Gas Co, ( A-/Slable/- ) 

See Ouestar ;>orp. Ralph 
DeCesare 

Questar Market Resources Inc. ( BBB+/Slabls/- ) 

See Questar Corp. Ralph 
Detbesare 

Questar Pipeline Co. ( A-/Stable/- ) 

See Questar Ctorp. Ralph 
DeCesare 

Reliant Energy Inc. ( B/Stable/- ) 

On htov. 28, 2006, Standard 8 Poor^ ravised the outlook to stable from negative to reflect Reliani's eitmination of Dimitri Nikas 
substantially all collateral requirements of the retaU business. Rellanf s retaB business may beneflt as the relaO marital 
evolves In Texas, espedally If It can sustain current retail margin levels, providirtg support to credit qualily. While credil 
prolecbon measures continue to be week for the rating. Ihe redemptton of (770 minion in debt through the return of about 
$1 bBlton in cash coilataral, coupled with the converston of $275 million ol convertible notes to equity, will improve Ihe 
capital stnjcture. 

Reliant Energy IMfd-Atfantic Power Holdings LLC ( B/Stab(e/- } 

See Reliant Energy Inc. Dimitri Nikas 

f lochester Gss A Electric Corp. ( BBB+/Stabla/A-2 ) 

See Energy East Corp. Ralph 
DeCesare 

Rocitland Efectric Co. (A/Negative/A-1) 

See Consolidated Edison Inc. KennethL 
Farer 

San Diego Gas & Electric Co. ( A/Stabie/A-1 ) 

We expecl stable flnsnclal pertormance from San Diego Gas & Elactric (SDG&E) and a reductton ki dlvMends to parent Swami 
Sempra Energy as SDG&E ts entering a period of signlflcant rate base growth in gerteration and transmission and Is also Venkatararrian 
In the process of contracting For substantial renewable assets. Cash ftow coverages al the utilty weakened in 2006 o«^ng 
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to deferred tax reversals. Cash flow coverage of Inierest arto debt dropped to 3.6x and 14.8%, respectively but are 
expected lo return to historic levels. For the year 2005, the ratios were 4.gx and 28.7%, respecUvely, 

Savannah Electric & Power Co. ( AJStablaf- ) 

See Southem Co. Terry Pratt 

SCANA Corp. ( A-fStatAol- ) 

SCANA's credit protecfion measures have weakened when compared with Ihe 12 months ertding Sept. 30,2005. but Dimitri Nikas 
remain adequate for the rating. The consolidated financial rtsk proTito benelils from strong cash flow and a moderation to 
the capilal spending program 

Scottish Power Finance U.S. ( A-A^/alch Neg/- ) 

The ratings on Scottish Power Finance (SPf^S) were placed on CreditWatch with negative Implications on Dec 4, 2006. Swami 
This follows a sknilar actton on the 'A-' tong-term corporale credit ratings on Scottish Power PLC and its sutfskliaries Venkataraman 
following Spanish utUlty Itierdrola S.A.'s announcement on Nov, 28 of a recommended €17.1 bUlton cash and share offer 
to acquire Scottish PoiMr. SPFUS serves as the guarantor tor unrated 0(>eraltons of PPM Energy and the energy trading 
business of PPM Energy Canada Ltd., which constitute subslanlially all of Scottish Power's Qperattons in North America. 
It is unclear H Iberdrola wilt reriew Ihe unconditional guarantee and suppon agreement that Scottish Power UK pto 
extended and whkA underpinned 5F>f US' credt quality. 

SEMCO Energy I n c { BB-/Posllive/- ) 

SEMCO's tinarwiai corvlitton has improved over ttie past two years. Standard & Pool's improved its bustoess risk proTile 
score for SEMCO to '4' from '5", reflecting management's locus on core regulated gas dlstrlbutton operalkms. SEMCO Is 
BtHI highly dependent on upcoming favorable regulatory rulings. Including the filing of an tocrease in base rates of $18.0 

llrwi uMT- t 'tMirtfi QirnArtAH in fhA M t m n r i muartar r^ ^ f l t rT I Lniilriitu r f vnn inc twkL'nw av /dnv ia a m i tfa hanb l ind j -An^a in* 

Ralph 
DeCesare 

BUI r i i y i i r j u ^ i i v i n i v i n u i i u fAAj i i i i i iu lavuvdLHD I Q ^ U U H U T / ru t i i i ya , if K.Kiuiiiy u m i im i i | u i u i n i u tu j s i v n i UBsa i iKD3 Ul 9 l a . o 
mmton. war t nmng expected in the second quaner of 2007. LtouklHy remains below average, artd its bank line contains 
relativaly tight covenants. 

Sempra Energy ( BBB-t/Stable/A-2 ) 

Consisient and predtotabie flnandai performance is expected at Ihe utilities and Sempra Generation. Slgniricarl ongoing SwemI 
capital expenditures at the utilities, Kqukl natural gas prcjects and the Rockies Express pipeline Unit the amount of debt Venkataraman 
that can be pakl down. Under conservative assumptkvis for Sempra Commodties, rattos are expected to be weak for ttie 
rating In 2006 and 2007, with funds from operations Interest coverage and debl somawtiat lower than 4x and 23%, 
respectively, due to substantial Investment In Uquefled natural gas and pipelines businesses Mithoul any cash flows. For 
the 12 monlhs ended Sept. 30, 2006, these rellos stood at 4x and 20.8%, respectively. Successful completton of asset 
sales raised over S1.2 blljton, vAich vM suppon raltos duriitg a period of substantial capital expenditures white also 
sharpening the gas Inlrastructure focus of the company 

Sierra Padfic Power Co. {BB-/Slable/- ) 

See Sierra Paciflc Resources Swami 
Venkataraman 

Sierra Pacific Resources ( BS-/Stable/B-2 ) 

On Sept 22, 2006. Standard & Poor's raised the corporate credll rating on Sierra Pacific Resources (SRP) ar>d Hs Swami 
subskliaries to 'BB-' from '6+'. reflectlrtg the cumulative Impact of improved business and financial risk profltas. The Venkataraman 
business risk score improved to a '5' from a '6* owing to a substantially Improved regulalory relationship ar>d asset 
acquisitions thai have signiTicantty reduced the utilities' short capacity posltton. Prospects For fulure upgrades wid be 
challengedby the suPetantial capital expendtures at the utilities Ihat will limit the ability to pay dowi debt. Ferine 12 
months erxled Sept. 30.2006, FFOcoverageof interest and debt stood at 2.ax and 12.3%, respecttvely, adequate tor 
the rattog. We forecast similar raltos In ttie next lew years but expect them to weaken during the cortstructton of the Ely 
Center prefect. 

South Carolina Electric & Gas Co. (A-/Stable/A-2 ) 

See SCANA Corp. Dimilri Nrfcas 

South Jersey Gas Co. (BBB-^/Stable/- ) 

South slerseyGas Co. continues to benefit from an attractive service area, above-average customer growlh, and Kenneth L 
favorable regUatton by the New Jersey Bovd of Publk: LRIIIties. These strengths are moderated by tha greater risk of Farer 
unregulated acttvlUes at its perenl (South Jersey Industries Inc). As ol Sept. 30, 2006, South Jersey Gas' credit 
measures were appropriate for ne current rating. Over the near term, financial rattos shouto beneTit from moderate 
speftding on unregiSated pursuHs, prudent Finar>cir>g cf growth strategies, and lr>creased poriton of oonsoftoaled cash 
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ftow from the regulated gas utility. 

Southem Califomla Edison Co. ( BeB+/Stable/A-2 ) 

This utility's rating win continue to rellect Ihe inlerplay between Hs afflUalion with weaker, unregulated, competitive erwgy David Bodek 
companies and the strong regutalory and statutory ptoteclions that limit the extent to which the regulated utility can be 
called upon to provide capital contributions to unregulated affiliates. The CaliFomia PubUc Ullllties Comrnisston remains 
commitled to provkling relief In response to material changes in utiltty costs, v^toh contributes to rating stat)lllly. The 
company's star>d-ak>ne adjusted cash Flow coverage rattos were strong al 5 ex FFO interest coverage and FFO lo lotal 
debt of 31% as of Sept. 30,2006. 

Southern California Gas Co. ( A/Stable/A-1 ) 

The company continues to generate sotM and predtotabto eamings and cash flows. FFO coverage of interest and deU Swami 
stood at a very strong e.ex and 33.1%, respectively tor the 12 monlhs ended Sept. 30.200B. With capital expenditures to VenVataraman 
line with historical averages, dividends to parent Sempra are axpected to be malntatoed. 

Southem Co. ( A/Stable/A-1 } 

RetaU kllowalt-t>our sales were up 2.4% for the flrst nine months ol 2008 compared with the same period in 2005, mostly Terry Piatt 
from cuslomer growth and weather. Cuslomer growth was 1.4% for the same period. Adjusied FFO to interesi coverage 
was Sx lor year ended Sept. 30.2006. and shoukl be around 5x through 2008. FFO to total debt was about 23%. Cash 
ftow should grow modestly through 2007 due lo continued customer growth ar>d the lack of regulatory filings. Favorable 
to credit is Mississippi Power's receipt of a S276 milton Community Devetopment Stock Grant from Ihe Mississippi 
Development /Shortly to offset the S302 millton in cosl to repair damage caused primarily by Hurrtoane Katrina. 
Remaining costs are likely to be covered through state resloratton bonds. 

Southern Connecticut Gas Co. ( BBB-f/Negative/- ) 

See Energy East Corp. Ralph 
DeCesare 

Southem Electric Generating Co. ( A/5table/A-1 ) 

See Souihem Co. Terry f>ratl 

Southern Indiana Gas & ElecUic Co. ( A-/Stable/- ) 

See Vectren Corp. Gerrit Jepsen 

Southem Power Co. ( BS8+/Stable/A-2 ) 

The FERC settlement tn October 2006 of Southem Co. affiliate abuse case thai now governs certain aspects of Souihem Teny Pralt 
Power's business should not have a material effect on the company's luture flnarKlal performance. Souihem Power 
continues to digest recent plant acqUsHtons in Ftorlda and North Cansiina made in summer 2008. For 2006 to 2008, FFO 
interest coverage averages 3.6x, FFO to average total debt averages 19%, and leverage wfll remain sl^tfy below 60% -
assuming current acqulsittons and contracts agreements dose as planned. For the twelve monttis ended Sepl 30, 2006, 
FFO/lnterest coverage was 3.4x. 

Southwest Gas Corp. ( BBB-/Stablef- ) 

Credil measures are soBd for the rattog, and have begun to show signs of improvement In 2006 with increased rate relief Leo CarrUto 
lit Arizona. Cash flow measures ara paniculartv strong, with FFO to debt at 15% for Ihe 12-monlh period ended SepL 30. 
2006, driven in part by the operating margin conlributton of continued customer grcmth and rale relief in Arizona but 
offset slightly by Ihe effects of arwitier miki Hinier. Improving reguiatory IreaOrerrt in Nevada, trfiere the company 
currentty has a pending request for a weather normalizatton a(4ustment mechanism, could provkle further improvemeni 
to the company's regulalory profito. 

Southwestern Electric Power Co. ( BBB/Stable/- ) 

See American Electric PovAr Co. Inc. ToddSNpman 

Southwestern Pubiic Service Co. ( BBB/Stable/A-2 ) 

See Xcel Energy Inc. Davto Bodek 

System Energy Reiourcea Inc. ( BBB-AfVatch Neg/- ) 
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See Entergy Corp. DtmtUlNlkas 

Tampa Electric Co. ( BBB-/5table/A-3 ) 

Tampa Electric Co.'s cash ftow continues to benefit from deferred luel cost recovery, partial funding of elevated capital Jodi Hecht 
spending tor environmental compttance and incremental peaking capae»ty, dewte tower retail sates growlh compared to 
Ihe prevtous 12 monlhs. The uUlly's ratings ara si4}poned by strong customer growth, minimal retiance on industrial 
load, a strong regulated tocal gas distributton unit, and a supponlve regulalory environment. 

TECO Energy Inc. ( BB/Slabte/B-1 ) 

TECO Energy Inc. has compleied selling substantially aO its mercfuni pcwer assets and is refocused on Ils core Jodi hlechl 
regulaled business. Its utility, Tampe Elecbic, is concentrating on meeting the strong demand growth ol its market The 
company continues to buU cash and refinance opporhinisttoally aheed of sizable 2007 maturities. Cash Horn has 
improved with the collection of the past under recovered fuel suniharga. 'Muie syr^hetto fuel operations resuned in 
September 2006, the kfling o( the operatkx^s during a« year, whk^ make up a substenttal component ol consolidBlad 
cash flow, reduced excess cash now and stowed the pace ot debt reductton. Debt kicurred to pursue a merchant strategy 
continues to drag on Rnanctal measures and credll qualily. 

Texas-New Mexico Power Co. ( BBB/Negative/- ) 

See PNM Resources bnc. Chineto 
Oldozie 

Thermal North America I n c ( BB-/Stabie/- ) 

Our October 2008 rating afBrmatton factored in Thermal North America's (TNA) senior toan debt refkiandng and Teny Pratt 
acquisitton ofdistrict heating and cooUng asseis in Los Ar>gele3 and Las Vegas, which provUe about 19% of cashflow 
fnvn 200V >> J009. We view the business as stoble and expect TNA to gerwrale modestly giowIng cash flow. FFO to 
Interest expenses was at>out 2.4x tor Ihe twelve monlhs ended June 30, 2006. Until toan maturity in 2009, adjusted FFO 
to interest expense ratto is torecasi at about 2,4x. which is adequate lor the rating. Af^usted FFO to total debt is torecast 
at 11% to 12%, whtoh is tow for the rating. The company's adjusted total debt to capitalizatton is high but fails into Ihe 
high 50% range with debt retirement and with a mandatory S30 mWton equity infusion In 2008. 

Toledo Edison Co. { 5B8/Stable/~ ) 

See FirstEnergy Corp. Todd Shipman 

Tucson Electric Power Co. ( BB/Stable/B-1 ) 

Strong cash flows ere an important credit attribute of this very leveraged company, with perenl unisource expecting to Anne Selting 
fund rising capital expenditures Intemally and stowly work loward paying dovMi Tucson Eiectrto's debt and capilal lease 
balances. Due to a rate cap In place through Decetriber 2006, Tucson Elactric rematos vulnerabto to unplanned outages 
al its coal plants, bul strong performance of the units are assisting In signincant improvement in cash ftow metrics. Year 
to date cash Rows from operattons have knproved, at about S273 millton, relatkre to 2005 w^en the company 
experienced an unplanned summer outage al one of its important coal plants. 

TXU Corp. ( BBB-/Negative/- ) 

For the 12 monlhs ended SefH. 30, 2(X)8, flnancial perfonnance was soUd, and lavorabto market prices and the hedge Terry Pratt 
program shouto support stable cash flows through 2007. Adjusted FFO to interest was 5.5x and adjusted FFO ta average 
total detH was about 32%. Leverage, wtiich Is very high compared with peers, dropped to 86% from about 96% at year-
end 2005. TXU reduced short-ienn debt balances by S1.3 bllHon In the third quarter with operating cash fkiw. Retail 
cuslomers decflned 5.5% tor the 12 months erKled Sept. 30, 2006. TXU continues to be exposed to the planned $10 
bUlton or so nonrecourse pn3ject lo biiU oul 11 ooal plants totaling 9,000 MW by year-end 2010 because TXU has 
placed enters tor tong-lead items withoui having pennHs. 

TXU Electric Delivery Co. ( BBB/Negative/- ) 

See TXU Corp. 

TXU Energy Co. LLC ( BBB-/Negathre^- > 

See TXU Corp, 

TXU U.S. Holdings Co. ( BBB-/Negatlve/- ) 

See TXU l^orp. 

Terry Pralt 

Terry Pratt 

Terry Pratt 
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Union Electric Co, d/b/a AmerenUE ( BBB-/Watch Neg/A-2 ) 

See Ameren Corp. Barbara 
Eiseman 

United Water New Jersey (A-/Walch Pos/- ) 

See United Walerwonts Plana Lee 

United Watenmrks ( A-/Watch Poa/- 1 

The Suez artd GDF merger can be consummated only by July 1, 2007, as par a njting by the c:orutttuttonal court. The Plana Lee 
deal now laces greater unceriaimy on accouni of possible political developmenta during the electkms In April 2007. as 
well as Suez's sharehotoers' demand tor an increase in the special dividend. In the event of a merger being completed, 
the ratli>g on the United Water entitles will depend on Ihe strategy of l ie merged entity For Its water segment in U.S. 

Vectren Corp. ( A-ZStable/- ) 

Vectren Corp.'s southem Indiana operattons recently RIed for electric and gas rale irx:reases. Indiana comrnisston Genit Jepsen 
decisions are expected in mkl-2007. The rale filing includes credil supportive requests For a Iracker to recover bare 
steeVcasI Iron pipeline replacement costs and to recover more gas utility costs through fixed charges instead of variaMs 
charges. Vectren's northern Indiana gas utility and Ohio gas utility operattons already are recoverirtg a greater level of 
cosls through Rxad charges. Such regulatory mechanisms shoukl help maintain stable cash (tow and bolster 
creditv«rthiness durirtg pipelir>e replacemenL Unregulated acUvJties continue to provide positive Income alan arm's 
length and ntoslty suppon regulated operatkms. FtnancisI ratios remain in line with expectattons and the rating, 

Vectren Utility Holdings Inc. (A-/Stable/A-2 ) 

See Vectren Cci p Gerril Jepsen 

Virginia Electric & Power Co. { 66B/Pos[Uvc/A-2 

See Dominion Resources Inc Aneesh 
Pratihu 

Washington Gas Ught Co. ( AA-/Negative/A-1 

See WGL HoMingB Inc, Jeanny SUva 

West Penn Power Co. ( BB-v/PoslUve/- ) 

See Allegheny Energy Inc. /Vwesh 
Prabhu 

Westar Energy Inc. ( BB^^/Posltive/- ) 

Ttiird quarter results improved due to Increased retail eiectric sales (primarily Irtdustrial sales), implementalton of e fuel Bart»ra 
adjustment mechanism, favorable mari<-to-mart( coniract vaiualtons related to energy maritellng tranaacltons. tower Eiseman 
Interesi expense, and increased corporate-owned lite Insurarve proceeds, oflsel somewhat by reduced wholesale sales 
and higher operations and maintenance expenses. Certain key tnancial metrics also strer>glhened and are marginally 
commensurate with Investment (^ude levels. The Kansas Court of Appeals' rc^actton In July 2006 of parts of ttw Kansas 
Corporation Commission's December 2005 rate onJer couto lead to a material rale reduction or customar refund, thereby 
affecting Westar's steady financial Improvement, 

Westem Massachusetts Electric Co. ( BBB/Stable/- ) 

Sea Northeast Utilities Ralph 
DeCesare 

WGL Holdings Inc. ( AA-/NegativB/A-1 ) 

Credit metrics remain somewfiat weak lor the rating. Fully adjusted det>t to capital was roughly 53% at the end of fiscal Jeanny Silva 
year 2006 (ending In Septen4)er). Exposure lo dedlnins customer usage to Virginia and Washinglon. D C . regulatory lag 
relstod to the recovery of moderate pipeline reTtsbllliation and cor^ltioning facility capilal expenditures [S156 mUfion) in 
Marytana, and exposure to volatile reiaU mariieting activities are pressuring ratings. Washington Gas Light has tiled a 
rate case In Virginia requesting amor>g other things access lo a revenue noim&llzatton adjustmerrt, which would reduce 
the company's exposure to conservatton-related cash now volalility. 

Wisconsin Electric Power Co. ( A-/Negative/A-2 ) 
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See Wtsconsin Energy Corp. Gerril Jepsen 

Gerrit Jepsen 

Wisconsin Energy Corp. ( BBB-i-/Negalive/A-2 ) 

Wisconsin Energy's financial measured have been mixed tor the rating during its heavy cor^slruction program, bul cash 
now protectton measures have strengthened foltowing the last rate increase. Sustaining this improvemeni will depend on 
supportive rate treatment and prudent axecutton of the capital spending program, both of whtoh are expected to occur. 
We will continue to watch for any deciston by the company reganjlng ils Point Beach Nuclear Power Plant, and wtiat 
effect, (f any, there woukl be on financial measures. 

Wisconsin Gas LLC ( A-/Negativ0/A-2 ) 

See Wisconsin Energy Corp. Gerril Jepsen 

Wisconsin Power & Light Co. ( A-/Stable/A-2 ) 

See Alliant Energy Corp. Jeanny Silva 

Wisconsin Public Sarvice Corp. ( A/Walch Neg/A-1 ) 

See WPS Resources Corp, Jeanny Silve 

WPS Resources Corp. ( A/Watch Neg/A-1 ) 

Cash demarvls conUnue to be high renacltog compleied or pending acqulsittons, the constructton of the Weston 4 plant Jeanny Silva 
at Wisconsin Pubfic Servtoa Corp. (WPSC), and higher working capital mqulrements at WPS Energy Servk^es Inc These 
(actors have contributed to high dett levels, i**>ich coctUnue to pressure ttw compeny's cash ftow protectton metrics. For 
tha 12 montre (Tiding Septemtier 2006, fully ai^usled (Including pension ano other postemptoyment t>eneril adpjstntents) 
FFO interest coverage was 3.3x. For the same pertod, fully adjusted FFO to debt was only 12%. Before WPS announced 
its merger with Peoples Energy, Standard 8 Poor's had expected credit metrics at WPS Resources to improva over the 
nexl year or two. Improvement was coritingenl on luOy inlegraling the recently acquired Michigan and Minnesota gas 
utility assets and getling Weston 4 completely In rate base at WPSC. The Peof>les merger could compicate the 
company's abttly lo stabilize ils financial condition at the cunent rating level. 

Xcel Energy Inc. ( BBB/Stable/A-Z ) 

Xcel Energy's several utlBty subsidiaries are engaged in numerous federal and stale rate proceedings thai will be DavU Bodek 
important detenninants of ftiture credit quality. Signtftoant addiltons of debt in support of the capital program In 2006 lad 
lo the erosIdrTot some Key credit"metrics. i ne adjusted 12-monlh FFO tolerest coverage declined to 3.14xdue to 
increased, but nonrecurring, tax payments In the most recent quarter, Ac^usted FFO to total debt was about I6x during 
this period. 

Yankee Gas Services Co. ( BBB/Stable/- ) 

See Norttieast Utattles Ralph 
DeCesare 

York Water Co. (The) { A-/Stable/- ) 

Tha company shoukl continue to grow organically and through small acqulsittons. Repayment of short-term detil from Plana Lee 
proceeds of long-lerm debt end expected issuance of equity shoukl strengthen credll metrics. However, upward rating 
potential in the near term Is unlikely, gi^en the company's lack of free cash ftow ar>d high capilal expenditures expected 
going fonMard. The company's debt leverage has increased to about 57% while FFO interest coverage remained above 
3x for the 12 months ending September 2006. 

Filings are as of Jan, 5, 2007. 

Quarterly Rating Activity 
Table 2 

R^ciiRginSfChii« 
issuer 

Baltimore 
Gas A 
Electric Co, 

To From 

BBB+/Ne9allve/A.2 BBB+/Watch Pos/A-2 Oct. 
25, 
2006 

Date Reason 

See Constelatlon Energy Groip Inc. 



MECO-1713 
DOCKET NO. 2006-0387 
PAGE 30 OF 32 

Consofldated BB6/PosUive/A-2 
hfatural Gas 
Co. 

BBB/Stable/A-2 Nov. 
2. 
2006 

Constellation BaB*/Negative/A-2 BBB*Watch Pos/A-2 Oct. 
Energy 25, 
Group Inc. 2006 

See Domlnton Resources kK. 

The removal ol CreditWatch with posltlw impteatkws tolkwvs the 
terminatnn of merger discussions wiih The FPL Group inc. 

Domlnton 
Resource^ 
inc. 

Edison 
Misskm 
Energy 

Edison 
MIsston 
Mariteting 
and Trading 

Florida 
Powers 
Light Co. 

FPL Group 
Capilal Inc. 

BBB/Posltlve/A-2 BBB/Stable/A-2 

BB-/Stabla1«) 

BB-ZSlaMer-

A/Stable/A-1 

A/Stable/A-1 

FPL Group WStabie/-
Inc. 

Bl^a/Positlve/-Mtohigan 
Electric 
Transmission 
Co 

Orion Po v̂er B/StaWe/-
Hohflr>gs Inc 

Relianl B/Siable/B-2 
Energy Inc. 

Relianl B/S1able/-
EnergyMid-
Atlantto 
Power 
HokUngs 
LLC 

Scottish 
Power 
Finance U.S, 

SEMCO 
Energy Inc. 

BB^P05i|lve/NR 

BB-/Po3Jlive/-

A/Walch Neg/A-1 

A/Watch fjeg/A-1 

A/Watch Neg/-

NR 

B/NegaHvc^-

B/Negatlve/6-2 

B/Negattve/-

AVWalch Neg/- A-ZSIabtef-

Nov. The outlook revision follows Dominton's anr>ouncement that It proposes to 
2, sell a m^only ol Its exploratton and production assets. 
2006 

Dec. The outtook was revised after the company announced that It will need to 
14. invest S2.7 billion to $3.4 baiton between 2008 and 2018 to meet emissions 
2006 comrols at the power plants to the Mklwesl Generatton portfolto, 

Dec, See Edison Misston Er>ergy 
14, 
2006 

Oct See FPL Grou(3 Inc. 
28. 
2006 

OcL See FPL Group Inc. 
26, 
2006 

Oct. The removal of the ratings from CredllWatch with negative ImpAcattons 
26. loltows the terminalton of merger discusstorts with Constellation Energy 
2008 Group Inc, 

Nov. The ratings refleci the consofidated credit pmflle of (he hokfing and its utility 
9, sut>sk]iaries. Mk:hlgan Electric Transmission, and electric transmlsston 
2006 utility Intemattonal Transmlsston Co, 

Nov. See Reliant Energy Inc. 
28, 
2006 

Nov. The outtook revlston reflects the fact that the company's ikjutoity concsrra 
28, have been addressed, The stable oultook also refleds Standard & Poor's 
2008 expectatton that Reliant Energy may benefit as the retail market evolves In 

Texas, sustatoing cunent retail margin levels QIKI improving Its flnancial 
perionnance. 

Nov. See Reliant Energy Inc. 
28. 
2008 

Dec. The CredllWatch llsltog Is a rssuK ol the pendtog acquisitton of 
t, ScottishPowerby Iberdrola. whtoh could be finalized by April 2007, 
2006 

B8-/Po8itive/- BB-/Stable/- OcL The positive oultook reflects the potential tor a higher rating based on 
31. SEMCO's ability to reduce debt and tocrease free cash Row, continue to 
2008 work succassUly writh its bank groi4> and regulators, and ccnttoue to focus 

on core regulated operattons. 

Nov. See Domlnton Resources inc. 
2, 
2008 

•Dates represent the period from Oct. 25. 2006 to Jan. 5, 2007 covered by this reporl card. 

Virginia 
EledttcA 
Power Cq. 

BBB/Posiltve/A-2 8BBffitablafA-2 

Ratings Trends 
Charts 
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f xciuecas midstream ara pipeline ccmpanies. 

S'Star'Oaro i Poors 2007. 

Selected Articles 
Table 3 

r^mis tyPubHsr i i^^ l iW 
Article title Published date 
Credit FAQ: Poter*tiel Rate Freeze Leglslalktn In IIQnols WoUd Jeopardize Ratings On Exelon And Ameren Units Nov. 20,2006 

Key Credit Factor^: U.S- Merchant Eleciric Generatton Continues To Evolve Dec. 22, 2008 

Recovery Report: Boston Generating LLC's $1.8 Biinon RecapititazaUon Flnandng Dec. 4. 2006 

Recovery Report: Reliant Energy Inc.'s S1.4 BOton Facilitias Nov. 2, 2006 

(Regulalory Support Is Key For U.S, Untitles Bu'Mlng New Coai-Fired Power Plants Nov. 3, 2O06 

F^equesl For Com'^ents: Imputing Debt To Purchased Power Ot>ligattons r4ov. 1, 2006 

Contact Information 
Table 4 

< ^ ^ ^ ^ ^ ^ = ^ ^ } r i ^ ^ ^ 
Credit Analyst 

Oavid Bodek, Director 

Leo Carrillo. /VssoCiate Direcior 

Chineto Chklozie, Associaie 

Location Phorw E-mail 

NewVork (1)212-438-7969 davkJ_bodek€^landardandpoars.com 

San Francisco (1)415-371-5077 Lao.CarriOo^standardandpoors.com 

NewYoric (1)212-438-3078 chineto_chklozle@standardandpoors.com 

Richard Cortright, Jr., Managing Director New York 

Flatph DeCesare, Director New Yort< 

^rbara Eiseman, Director New Yoric 

(1)212-436-7665 Richard.CorirightlSstandardandpoors com 

(1)212-438-4662 ralph_decesare@star>d3rdandpoors.cam 

(1)212-438-7666 Barbara_Eiseman@standardandpoors.com 

mailto:chineto_chklozle@standardandpoors.com
mailto:Barbara_Eiseman@standardandpoors.com
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KennethL, Farer, Assooale Director New Yon (1)212-436-1679 

Jodi HechL Director New York (1)212-438-2019 

Geml Jepsen. Associate Director New York (1) 212-438-2529 

Charies Laporta, Associaie Director New Yom (1) 212-438-2242 

Plana Lee, Associate Director New Yoric (1) 212-438-3110 

Mtohael Messer, Associate Director NewYorii [1)212-438-1818 

Dimitri Nikas, Director NewYorii (1)212-438-7807 

Aneesh Prabhu, Director NawYortt (1) 212-438-1285 

Teny Pratt, Director NewYort (1)212-438-2060 

Mk:hael Schokler, Associate San Francisco (1)415-371-5013 

Anr>eSelting, DIractor SanFrandsco (1)4*5-371-5009 

Todd Sttipnian, CFA, DIrectOT NewYortt (1)212-438-7678 

Jeanny SUva, Associate Director NewYork (1)212-438-1778 

Ajlhur Simonson, Managing Director NewYorii (1)212-438-2094 

Arleen Spangtor. tJIrector New Yoric (1) 212-436-2008 

Scott Tayta, Director New Yori< (1) 212-438-2057 

Swami Venkataraman. Director San Frandoco (1)415-371-S071 

John W, WhHtock. Director NewYort (1)212-438-7678 

Kenneth_F3rerQstandardandpoors.com 

Jodi_Hecht@standardandpoors.com 

gerrilJepsen@standardandpoors.cam 

chartesjaporta@standardandpoors.cam 

piana_lee@standardandpoors.com 

michaet_messer@standardandpoors.com 

Dimilr1_Nikas@stafKl3rdandpoors.com 

Aneesh_Prabh(j@slandardandpoorB .com 

TerTy_Pratt®stBndardan<lpoors,com 

Michael_Schotoer@slandardandpoors.com 

Anne_5eitlng@standardandpoor5.com 
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jeanny_SUva@standsrdandpoore.CQm 

Arthur_Sknonson@standardaitopoors.com 
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Scatt_Taytor@slandard0ndpoors.com 
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And A Few Refinements 

Reflnementa To The 
MeUiodotogy 

Adjusting Financial Ratios 

Conclusion 

Standard & Poor's Ratings Services is requesting comments 
from market participants about one sF>eciric element of its refined 
metnodokigy for Imputing debl to purchased power obligations 
involving utility companies. 

Proposal Summary 
standard & Poor's is abandoning Its prat^lce of not imputing debt 
for purchased power agreements (PPA) with terms of three years 
or less. In additton, where there Is a high probability that the 
utility will have an ongoing obligation to sen/e toad beyond the 
nominal tenor of short-term contracts, which is almost Eilways the 
case. Standard & Poor's is contemplating prowding evergreen 
treatment to PPA obligations to reflect the long-term load serving 
obligations borne by utilities. Unless an electric utility faces a 
declining population or real prospects of customer migration to 
other suppliers, both of which are rare, any near-term or 
intermediate power supply contracts wilt need to be renewed or 
replaced with contracted or self-built capacity to conUnue to meet 
load obligations. 

We acknowledge that the process of providing evergreen 
treatment to outstanding contracts is imprecise. Uncertainties 
surround the level of capacity prices that should be assumed and 
the duration for which contracts should be extended to reflect the 
load-sen/ing obligation. Therefore, we welcome Input on 
evergreen-related issues as we refine these aspects of the 
criteria. 

lft.B<>l<ttnoel 

Response Deadline 
Please submit your comments on this proposal through Dec. 15, 
2006, to critenacomments@slandarciand|}Oors.cam 
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Imputation Is Important For Credit Analysis 
Standard & Poor's has for many years considered PPAs as 
financial obligations tiiat electric utilittos incur when they elect to 
purchase raUier than build their own capacity, and this obligation 
has affected our view of utilities' creditworthiness. Standard & 
Poor's has historically applied a "risk factor' of 0% to 100% to the 
net present value (NPV) of the PPA capacity payments, and 
capitalized this amount. The risk factor's rote is to calibrate the 
stringencies of detit imptjtation relative to our evaluation ol the 
certainty of recovery of power purchase costs by virtue of 
regulatory and legislative protecttons. The imputation of debt and 
debt service is important to our credit analysis because the 
resulting flnartcia! adjustments affect several key credit meo-ics 
used when we assess credit quality. 

The risk factor acts as a proxy for the proportton of risk borne by 
the utility. At 100%, all risk related to contractual obllgattons rests 
on the company with no mitigating regulatory or legislative 
support. Conversely; a 0% risk factor Indicates that the burden of 
the contractual payments rests solely with ratepayers. 

Reviewing Existing Criteria--And A Few Refinements 

From time to time, Standard & Poor's has revisited the 
methodology employed for making the finandal adjustiments that 
incorporate the obligations created by PPAs in its credit 
evaluations. This article discusses the most recent refinements. It 
also Indudes a discussion of additional areas tiiat are under 
conskleration as potential future retinements to our ratings 
methodotogy. While we expect very modest. If any, rating 
changes to result from these modifications, tiie proposed 
modifications are being disseminated in tills article in the interest 
of ensuring the ongoing transparency of our rating methodology. 

Standard & Poor's published its original PPA criteria in 1991, and 
provided updates in 1993 and 2003. During tiiis time, tiie industry 
has established a very strong track record of demonstrating the 
viability and effectiveness of the various recovery mechanisms 
that state regulators have estatjlished for <»sts associated witii 
contracted generation capacity. Recovery mechanisms have 
largely performed as intended, and related write-offs have proven 
to be very tow. These results justify the continued appltoatlon of 
risk factors that serve to temper, often substantially, the amount 
of debt imputation. Ensuring meaningful comparability in the 
financial commitments Etmong utilities that are buildirig and those 
that are purchasing capacity to satisfy load obligations Is the 
rationale for our imputation of debt and debt service for PPAs. 
PPAs essentially represent substitutes for direct, debt-tinanced, 
capital Investments. In a sense, a utility tiiat has entered into a 
PPA has contracted with a supplier to make the finandal 
investment on its behalf. The analytical goal of our finandal 
adjustments for PPAs is to reflect tiie fixed obligation in a way 
that depk:ts any credit exposure that Is added by the presence of 
PPAs. That said, a PPA also shifts various risks to the supplier, 
such as construction risk and most of the operating risk. As a 
resuft, the prindpal risk borne by a utility that relies on PPAs is 
the recovery ol the finandal obligatton in rales. While it is the 
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utility that must of course make these payments, however, to the 
extent tiiat regulators and. in certain cases, legislatures, have 
structured recovery to assign the burden to ratepayers, the 
utilities' risk diminishes. 

iTbacktoioDl 

Refinements To Ttie Methodology 
With only modest liberalization of the treatment of PPAs, we are 
perpetuating the current ratings criteria. Current guidelines for 
utilities whose capacity payments are recovered in base rates 
provides for the application of a 50% risk factor to the NPV of the 
capadty payments. This approach will continue. The NPV is 
catoulsted using the utility's average cost of debt (excluding 
securitization debt), rather than the standardized 10% discount 
rate used previously. For purposes of adjusting cash ftow 
measures, implied interest expense is calculated on the imputed 
debt amount. This is accomplished by applying the average cost 
of debt to the relevant year's imputed debt level. 

To date, where PPA capacity costs were recovered through a 
fuel adjustment dause (FAC), as compared with base rate 
recovery, a risk factor of 30% has been generally used In lieu of 
the 50% risk factor. We view the recovery of the capacity 
component of a PPA through a FAC as provWing greater 
certainty and timeliness than recovery through a base rate 
mechanism. (The base rate mechanism generally has greater 
potential for under-recovery due to variations in volume sales 
and fluctuations In fuel prices over time.) Based on the 
effectiveness of FAC mechanisms, we will adjust modestly the 
risk factor of 30% down to 25%. 

We recognlzfrttiat there-are-eertainiurlsdictians-that-have-true-
up mechanisms that are more favorable and frequent than the 
review of base rates, but still do nol amount to pure FACs. Some 
of these mechanisms are triggered when certain financial 
thresholds are mel or after prescribed periods of time have 
passed- In these instances, a risk factor between the revised 
25% FAC risk fador and ttie 50% risk factor will be employed in 
calculating adjusied ratios. 

In those instances where recovery of PPA-related capadty costs 
is guaranteed by a legislative mechanism, Ihe level of ttie risk 
factor viiiil be determined by the timeliness provided by Vt\e 
legislative true-up mechanism. The strength of the mechanism 
can result In risk factors as low as 0% because legislatively 
prescribed recovery mechanisms are viewed as providing utilities 
with a greater level of protectton than that provided by regulatory 
orders. 

There ^re a number of utHities to which Standard & Poor's does 
not impute any PpA-related debt. Specifically, Standard & Poor's 
does not impute debt for supply arrangements if a utility acts 
merely as a conduit for the delivery of power (e.g.. tiecause it has 
been transformed Into a pure transmission and distribution utility 
by regi/lators or legislation ttiat has directed Ihe divestiture of all 
generation assets). For example, in New Jersey, ttie vertically 
integrated utility companies were transformed into pure 
transmission and dlsti-ibution utilities. The state commission, or 
an appointed proxy, leads an annual auction in which suppliers 

httn://wWw2.StanrlardflnHnr»nrS.rr«m/sP:TvIpl/.*;atpllil("7r»ao*»nnm(»=:«n/cn jiTt\r]f\/Ariir\fTfm 1 1 /I ^fytWi 



MECO-1714 
DOCKET NO. 2006-0387 
PAGE4 OF 6 

Request For Comments: Imputing Debt To Purchased Power Obligations Page 4 of 6 

bid to sen/e the slate's retail customers, and the utilities are 
protected from supplier default. In New Jersey, Ihe power supply 
function of Ihe slate's utilities has essentially been reduced to the 
delivery of power and the collection of revenues from retail 
customers on behalf of the suppliers. Therefore, while Standard 
& Poor's has continued to impute debt lo New Jersey's utilities 
for qualifying facility and exempt wholesale generator contracts 
to which the utilities are parties, we do not do so for ottier 
electricity supply contracts where the utilities merely act as 
conduits between Ihe winners of ttie regulator's supply auction 
and the end-user, retail customers. 

Finally, Standard & Poor's is abandoning ttie practtoe of not 
imputing debt for contracts witti temis of three years or less. In 
addition to ̂ undoning our historical ttiree-year rule, we are 
contemplating applying an evergreen mechanism for short-term 
contracts. Because expiring contracts must be replaced wllh 
either debt-financed capacity additions or replacement PPAs for 
regulated utilities to meet load serving obligations. Standard & 
Poor's must look t>eyond ttie termination of near-term and 
intermediate-temi contracts to approximate the fixed obligations 
that will succeed Ihe currenl contracts in evaluating a utility's 
finandal profile. 

The process of providing evergreen treatment to outstanding 
contracts is imprecise. Uncertainties sunound the level of 
capacity prices that shouto be assumed and the duration for 
which contracts should t>e extended to reflect the load-serving 
obligation. Therefore, we welcome input on evergreen-related 
issues as we refine these aspects of the criteria over the next 45 
days. 

IfbicKtotMl 

Adjusting Financial Ratios 

Standard & Poor's detemiines the debt equivalence that il will 
add lo a utility's balance sheet as a result of being a party lo a 
PPA by calculating the NPV of the annual capacity payments 
over the life of ttie conti^ct because it is ttie capad^ payment 
tfiat represents the vehide that funds the recovery of the 
supplier's investment in the generation asset. 

Where ttie PPA contract price Is stated as a single, all-in energy 
price, Standard & Poor's will use a proxy capacity charge, staled 
in dollars per kilowatl-yeEir, and multiply that Hgure by the number 
of kilowatts under contract. This number will be updated from 
time to time lo refiect prevailing costs for the development and 
financing of Ihe marginal unit, a combustion turbine. This Is a 
departure from the historical practice of simply halving all-in 
energy payments and assuming a one-to-one ratio of energy lo 
capacity payments. This new element of the rating methodology 
will also be applied to generalion with extremely low variable 
costs whose price is stated as an all-in energy price, such as 
nuclear and wind generation. 

The discount rate used in calculating an NPV, imputed debl, and 
imputed interest expense is the utility's average Interest rate on 
its outstanding debt (exduding securitization related debt). 
Standard & Poor's multiplies the NPV of the stream of capacity 
payments by Ihe appropriate risk factor, which will generally be 
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25% for capacity payments ttiat are recovered ttirough fuel 
adjustment clauses and 50% for capadty payments that are 
recovered in base rates. This amounl is added to a utility's 
reported debl to calculate adjusied debt. Similariy, Standard & 
Poor's imputes an associated interest expwse by multiplying a 
given year's NPV of PPA-related capacity payments by the risk 
factor and the company's average interest rate on outstanding 
debl. The resulling number is added lo reported interest expense 
to calculate adjusted interest coverage ratios. 

Key ratios affected Include: 

• Balance sheet debt is increased by the calculated NPV of 
the stream of capacity payments, after ttie application of 
ttie risk factor, which is added lo ttie numerator and 
denominator In catoulattng an adiusted debt-to-
capitalization ratto; 

• The implied interesi expense derived from applying the 
average interest rate to the NPV figure is simultaneously 
treated as a reduction in power purchase expenses and 
added to Interesi expense for the calculation of ttie 
adjusied funds from operations (FFO) to interest ratio; and 

• The FFO lo total debt ratio is adjusied by adding ttie NPV 
of capacity payments, after the application of ttie risk 
factor, to debt in the denominator and an implied 
depredation expense is added lo FFO. 

The depreciation expense adjustment, ttie last etomeni of the 
prindpal finandal adjustments died above, represents a new 
element within the context of finandal adjustments for PPAs 
(though it has been a long-standing component of the analytical 
adjustments for leases). Adding an implied depredation expense 
to FFO is another element that aligns tiie analytical treatment of 
PPAs with Ihe concept of purchased power as a substitute for 
self-build. The depreciation expense adjustment is a vehide for 
capturing ttie ownership-like attributes of the contracted assel 
and has the effect of mitigating some of the ratio impact of debt 
imputation. 

The mechanics of ttiese adjustments are illustrated in the table. 

A<l)u«tn»«its To Raliot | 

(MH.S) 

Funds Irom oporaUons 

Interest «xperue 

DiracOy Issuad debt 

Slurehold«ra' equity 

Fixed capacity 
commitrtMrtts 

Yaarl 

2.500 

650 

10.000 

d,000 

SOO 

Y«ar 
2 

SOO 

Y«ar 
3 

600 

Year 
4 

SOO 

year 
9 

SOO 

Thereafter 

4,000 

NPV of fixed eapmcHy comrnitmente \ 

Using a 6.5% discount 
rate 

Applying a 25% rtsk 
lactor 

4,079 

1.020 

Unadiuated mOoa 

1 1 1 1 1 1 
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FFO/intWQst (X) 

FFiS^olal debt (%) 

Oebl/capiUhzatlon {%) 

4.9 

25 

53 

Ratios adjusted for cMH Imputation 

FFOfintarest (x)* 

FFOAoial debt (%n 

Dabt/capitaHzation (%)§ 

4,6 

23 

55 

'Adds Urplied Interest lo the numerator and dsrKxninator. Also adds implied 
depreciaiion to the numerator. |̂Adds implied depreciaiion lo tha numerator and 
adds implied debt to total debt. §Adds implied debt to both tha numerator and the 
denominator. 

Cleariy, ttie higher the risk factor, ttie greater the effect on 
adjusted finandal ratios. The NPV of the PPA will typically 
decrease as the matijrity of ttie coniract approaches, but on a 
portfolio basis, ttie overall NPV may remain somewhat static as 
oto coritracts roll off and new ones are executed. 

I tb»ck t0 t08 l 

Conclusion 
Absent legislative assurance of recovery, or an obligation that is 
little more than a fiduciary role for a ti-ansmission and distribution 
utility, PPAs constitute a financial risk by adding fixed obligations, 
though history is cleariy on ttie side of full recovery. There is 
ample evklence that utility regulators and commissions have 
Intend^ Ihese costs to be for the accouni of the ratepayer, 
which justifies the continued use of risk factors. The modest 
revisions to our metiiodology seek to perpetuate our use of 
financial adjustments that refiect the legislative and regulatory 
protections Ihat mitigate regulated utilities' exposure to Uie fixed 
obligations created by PPAs. 
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(The authors would like to acknowledge Trupti Dhamankar and Masako Kuwahara for their contributions to 
this commentary.) 

Standard & Poor's Rating Services has begun induding standard posl-reUrement obligatk)n adjustments in 
its calculatton of regulated utility issuers' financial statistics. Because penskin and ottier postt-etirement 
benefit obligations are ultimately recoverable in rates, shorttalls are nol considered to be an acute credit 
factor, and Standard & Poor's historically has not adjusted its ratios for ttiese Items. These adjusttnents will 
now appear in our published reports for regulated utilities. 

The most common postretirement obligalkins are pensions and ''etiree medical benefits. We have always 
acknowledged that large underfunded posti-atirement obligalnns could lead lo a loss of flexibility for a 
utility In the king run. and have always incorporated this in our analyses. Therefore, we do not expect 
ratings will change solely because of this modifk^tion. 

IHowever, if Standard & Poor's is not comfortable witti the ultimate recoverability of a shortfall in rates, this 
will negatively affect the business risk profile. Meanwhile, if utilities have booked a regulatory asset, and 
Standard & Poor's Is comfortable with ttie ultimate recoverability of that regulatory asset, it will positively 
affect the business profile score. 

After reviewing pension funding status for regulated entities for three consecutive years, we have 
conduded that overall funding levels have been quite static over that time frame. Since last year, pension 
funded status appears lo have shifted marginally lower when looking at the distribution of funded status of 
all the companies, however, on an aggregate basis the fijnded status Is virtually unchanged. Regulated 
utility companies, unlike industrial companies operaiing in the competitive marketplace, usually can collecl 
penskm expenses in rates. These expenses are induded when a utility files a rate case. However, for 
companies operating under long-term rate freezes or for companies that do not plan to file rgte cases in 
the rwar term, the inability to collect the apivopriate amount of penskm expense in rates may lead lo 
diminished credit-protection measures. Also, some may make cash contritnitions to the penskin fund 
assets. These contributions may divert cash flow intended for otiier purposes, necessitating t>orrowing to 
meet obligationa the company had expected to be paid through operating cash flows. 

Standard & Poor's financial adjustments for posttetiremeni obligations are ftjlly described in Iwo artides. 
"Corporate Ratings Crileria-Poatretirement Obligations." published Oct. 28. 2004, which was updaied by, 
'CreditStals: Standard & Poor's Revises Statistk:al PraclKes,' published May 15, 2006. 

The analytical adjustments Itiat we make are: 

• Debt adjustment. We treat unfurKled pension liabilities, health care obligations, and other deferred 
benefits aa debt-like. To simplify this analysis, we net all benefit plan assets and liabilities, 
comt)ining a company's overfurided plans with its underfunded plans. V\fe use the fullest measure of 
the unfunded liability available, generally the projected benefit obligatnn for pensions. Finally, we 
factor in an income tax benefit, redudng Ihe liability by a tax benefit calculated at the marginal tax 
rate. 

e Equity adjustment. Standard & Poor's increases or reduces equity by the net amount Ihat Ihe 
funded status of postreliremenl obligations exceeds or falls below the amounts recorded on Ihe 
balance sheet. This amount is also reduced for an income tax benefit, catoulated at the marginal tax 
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rate. 
• Operating results adjustment. Standard & Poor's only consklers pension service cost in calculating 

operating income. In this adjustment, we remove all amounts related to interest, retum on plan 
assets, actuarial gains and losses, past service costs, settiements, and curtailments, leaving only 
service costs. This change Is nol adjusted for income taxes. 

• Interest expense adjustment. Penskin interesi expense, which is the increase in the present value 
of the pension Habllity related to the passage of time and the assumed discount rate, is essentially a 
financing cost and is reclassified as such. Interest expense is reduced, but not below zero, by the 
retum on pensk>n assets. This adjustment is calculated twice, first using the normalized (or 
expected) rehjm on pension plan assets and second using Ihe actual reiurn on assets. The 
rKsnmalized calculation reduces volatility caused when actual retums on assets differ widely from 
year to year. This change is not adjusted for Income taxes. 

• Funds from operations (FFO) adjustment. FFO is defined as net income from operations plus 
depreciation and amortization, defered Income taxes, and other noncash items. Standard & Poor's 
makes an additional adjustment to FFO for pension contributions. FFO will include, on a tax-
effected basis, the total of service and interest costs, reduced by the return on pension plan assets. 
Cash payments In excess of this amount are considered to be debt repayment, and cash payments 
below this amount are considered to be borrowings. This adjustment is also calculated twice, first 
using the normalized (or expected) retum on pension plan assets and second using the actual 
retum on assets. 

tn Septemt>er 2004 and May 2005, Standard & Poor's published summaries of U.S. utility pension and 
other postretiremen! benefit obligations, The purpose of ttiese artides was to highlight trends In funding 
status and to b««o=hmark pension and postretirement benefit status and assumptions for regulated entities. 

jjThe companies in the datat>ase are regulated distributors of eledridty and/or natural gas, integrated 
feiectric and natijral gas utilities, and diversified energy companies that focus on regulated electricity and 
gas operations. The database consists of diversified tiolding companies and stand-alone entities that are 
not part of a larger holding company, and indudes 91 companies (see Appendix). 

To determine which companies might have larger adjustments as a result of using pension adjusted ratk>s 
in published numbers, we calculaied the lotal pension and ottier posti-etirement benefit shortfall as a 
percentage of total assets In 2005. The top 10 companies are displayed in table 1, while table 2 shows 
three key credtt metrics on an unadjusted basis for these companies, together with these metrics adjusted 
for unfunded pensnn and postretirement obligatKins. 

Table 1 
Top 10 Pension Plus OPEB Short fal ls A» A Percent Of Total A&sets 

FtBMtod statut (tna. S) 

Central Hudson Gas A Eiectrtc Corp. 

National Fuel Oas Co. 

Madlaon Oas & Electric Co. 

Central Vermont PuMc Service Corp, 

ALLETE Inc. 

KeySpan Corp. 

El Paso Elecbic Co, 

National Grkl USA 

WGL Holdings Inc. 

Laclede Group Inc. 

OPEB-Other poslemployment benefits. 

Pension 

(60) 

(20B) 

(57) 

(36) 

(75) 

(502) 

(81) 

OPEB Total 

(SB) (148) 

(275) (483) 

( « ) (103) 

(24) (60) 

(76) 051) 

(845) (1.446) 

(88) (169) 

(848) (1.097) (1,945) 

1 

(M) 

(207) (207) 

(39) (93) 

Total assets (mil. $) 

1.121 

3.723 

914 

551 

1.399 

13.813 

1.685 

20,712 

2.446 

1,227 

Total shortfall as • % of total assets 

13.23 

12.96 

11.22 

10.9 

10.82 

10,47 

10,16 

9.39 

e.4B 

7,61 

.Table 2 

Credit Measures Pre- And Post-Pension Adjustment 

Total debt to total ceplUI {%) FFO to total dtbt(%) 

Cenlral Hudson Oas & 

Pre-
penskMi Periston 

ad)s. adjusted Difference 

56.2 68.0 1VS 

FFO to Interest 

Pre- Pre-
penskMi Pension pension 

adjs. adjusted Difference adjs. 

17.1 13,1 (4.0) 4.5 

Pension 
adjusted Difference 

3 8 (0,7) 
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Electric Corp. 

National Fuel Gas Co. 

Madison Gas & Electrte 
Co 

Central Vermonl Public 
Service Corp 

A L L b I b Inc 

KeySpan Corp. 

El Paso Electric Co. 

Natkmai Grid USA 

WGL Holdings, Inc. 

Lacledfi Group Inc 

46.7 

48.2 

6S,g 

46.9 

52.9 

53.2 

38.5 

43.4 

56,g 

59.8 

54.4 

70,5 

54.3 

61.0 

57.7 

46.3 

52,4 

67.3 

11.1 

6.2 

4.8 

7,4 

8.1 

4,5 

7.8 

0,0 

10,4 

33.2 

22,7 

6.6 

14,3 

19,5 

29-3 

28.8 

288 

14.1 

28.2 

18,4 

6.3 

11.7 

16.5 

26.0 

24.2 

25.7 

14,8 

(5-0) 

(4,3) 

(0,3) 

(2.6) 

(3,0) 

(3.3) 

(4.6) 

(3.1) 

0.7 

5.5 

5.6 

2.1 

3.3 

4.2 

5.8 

6.1 

5.4 

3.3 

5.9 

5.2 

1,8 

3.2 

4,1 

5,8 

6.1 

5.6 

3,3 

0 4 

(0.6) 

(0.3) 

(0.1) 

(0.1) 

0.0 

0.0 

0,2 

0,0 

As can be seen in table 1. eight of the lop 10 companies are relatively small in terms of lotal assets. While 
their funding statuses in absolute dollars are not especially large, the size of ttie shortfall as compared with 
the size of (he company is large. Indeed, as seen in table 2, Central Hudson Gas and National Fuel Gas 
each show debt to capital more than 11 % higher after adjusting for pension and other poslemployment 
employee benefits (OPEB) shortfalls. Cenh-al Hudson collects funds for its pension plan in rates. To the 
extent that pension expense and posti-eliremenl benefils increased to amounts beyond what is captured in 
rates. Central Hudson does not need to expense Ihe undercollection. Instead, the difference t>etween the 
actual amounts and those collected in rates is deferred in the form of a regulatory asset, based on the 
anticipation that the difference will t>e collected in the future. From a credit perspective, the regulatory 
deferral provides the utility with some assurance that costs incuned today and funded with operating cash 
flow will be rer^wAred in Ihe future along with any associated carrying costs. 

As can be seen in table 2. the size of the adjustments is not directly related to the size of the shortfall as a 
percentage of total assets. This Is because the adjustment is a function of nol just the underfunded 
amount, but also of tt>e portion of the underfunded amount that is already reflected on the balance sheet. 

In addition, in some cases FFO/debt and FFO/interest actually improve on an adjusted basis. This is 
because the adjustment lo FFO will be positive if cash paymenls to the pian are greater Ihan the tax-
affected total of service and interest costs, reduced by the return on pension plan assets. Of course, 
utiiities do not always wait fbcollect the ijhderfunded amounts. In the firsl quarter (ir20tJ5rEXBlonC^rp, 
entered Into a $2 billion lerm loan agreement lo fund pension contributtons. In ttiis cese. ttie off-balance-
sheet pension obligation was in fact converted to on-balance-sheet debt. Also, ([^nlerPoint Energy used 
about $400 millton of the proceeds of its sale of Texas Genco Holdings inc. to fund pension contributions. 
This reduced Ihe amount of debt reduction possible from Ihe proceeds from that sale. The contribution 
also allowed CenterPoint to move from a substantially underfunded position to a virtually fully funded 
position. These are rwt the only examples, but deariy, underfunded pension obligations affected these 
companies' decisions as to how to allocate capiiai. 

Although companies can fund pensions through rates, the funding of large shortfalls may not be palatable 
for regulators. Ultimately, the unfunded obligations will lead lo higher rales or strained regulatory relations. 
If Standard & Poor's is not comfortable with the ultimate recoverability of a shortfall In rates, this will 
negatively affect the utility's Ixjsiness profile score. Meanwhile, if utilities have booked a regulatory asset, 
and Standard & Poor's is comfortable with the ultimate recoverability of that regulatory asset, it will 
positively affect the business profile score. 

Aggregate Pension And OPEB Funding 

A review of the 91 companies in the dalat>a8e concludes Ihat there Is no material deviation in the pension 
assumpltons and pension and OPEB funded stahjs over last year. The aggregate pension ftjnding ratio, 
which is the fair value of ttie plan assets divided by the projected benefit obligation, increased marginatiy to 
88.9% in 2005 from 68.5% in 2004. The chart displays the distribution of pension-funded status over the 
91 companies. On an aggregate basis, there appears lo be a shift toward less funded levels, with 13% 
overfunded in 2005 versus 14% in 2004, and 36% below 80% funded in 2005 versus 30% in 2004. 
Because the aggregate Funding level is virtually unchanged, this would imply that larger companies may be 
improving their funded status, while more of the smaller companies are seeing their funded status fall. 
Exelon's large contribution is a case-in-poinl. 

fiu-//r-\nnriiMF^i\th«,nno\i o r AT «i^nT*^n\r770W«;Rr? htm 7/11/2(106 
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Individual Company Status 
As previously discussed, regulated utility companies usually can collect pension expenses in rates. 
However, some may malte cash contributions lo the pension fund assets in excess of amounts collected 
through rates, necessitating borrowing lo meet obligations the company had expected to be paid through 
operating cash flows. To highlight companies for which such shortfalls may become an issue. Standard & 
Poor's examined funding ratios, pension and total posti'etirement benefit shortfalls, and such shortfalls as a 
percentage of total debt. 

While the aggregate pension funding ratio for the utility group was 88.9% in 2005, pension funding ratios 
range from 60% to 195%. Table 3 displays the top-five and bottom-five companies for pension ftjnding 
ratios, respectively. 

Table 3 

Top Five And Bo t tom Five Pension Funding Ratios In 2005 

Plan assats (mil. $) Pro)ect»d bonefft obligation (mil. S) iUtIo {%) 

Fiv« lowei t fuiKling ratios 

PacifiCorp 806.5 

El Paso Eledric C" 123.5 

CJrMrgy Corp,' 1,160.0 

CMS Energy Corp 1,018.0 
Black Hills Corp. 5B.3 

1,336-1 

204.7 

1,896.0 

1.601.0 

03.1 

1,599.0 

284.4 

711.5 

3,834.0 

5,557.0 

8 0 3 

60,3 

61.6 

63.6 

63,7 

195.1 

149.1 

120.1 

113,7 

110,6 

Fiv« highest funding ratios 

FPL Group Inc. 3,120.0 

Nicor Gas Co. 424.0 

SCANA Corp. 854.3 

Domirnon Resources Inc. 4,380.0 

Southem Co, 6,147.0 

'Cinergy Cotp. has completsd Its merger with Duhe Er>ergy Corp. and will nol be part of this database on a stand-alone basis going forward. 

More telling is Ihe measurement of lotal shortfalls as compared with the companies' size as measured by 
tolal asseis {discussed above and displayed in table 1). This measurement provides a t}enchmark for how 
large a relative off-balance-sheet obligation is represented by the penston and OPEB shortfall. For 
example. Black Hills Corp.'s pension-funding ratio is among the iovrast al 63.7%. However, its pension 
shortfall represents only 1.6% of the company's total assets. The aggregate pension shortfall for Ihe 
companies analyzed was $15.2 billion in 2005, as compared v/ith $15.3 billion in 2004. The total pension 
and OPEB shortfall was $40.5 billion, as compared with $40.3 billion in 2004. Clearly, OPEB underfijndtng 
is substantially greater than pension underfunding. lnterestir>gly, 37% of Ihe pension shortfall comes from 
the companies with the five largesi pension shortfalls, virhile only 26% of the total pension and OPEB 
shortfall comes from the companies with the five largest total pension and OPEB shortfalls. 

Tables 4 and 5 display the companies with the highesi liabilities. The Tennessee Valley Authority ranked 
firsl in the largest pension shortfall category while Exelon, whtoh ranked first in 2004, improved due to its 
$2 billion cash contiibulion. However, when including both pension and OPEB funding, Exelon's shortfall 
remains the largest, and if its merger with Public Sen/ice Enterprise Group goes foPArard, Ihe consolidated 
entity's shortfall will be quite large on an absolute basis. FirstEnergy Corp. has continuously improved its 
pension ptus OPEB shortfall, whtoh Is down to $1.54 billton in 2D05 from $1.76 billion in 2004 and $2.66 
billion in 2003. 

Table 4 

Companies With The Largest Pension Shortfal ls 

Pension shortfall (mil. %) 
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2005 

Tennessee Valley Aulhoriiy 

PGSECorp. 

Exelon Corp. 

Enlergy Corp. 

National Grid USA 

2004 

Exelon Corp, 

Tennessee Valley Aulhoriiy 

PGAE Corp. 

National GrW USA 

Enlargv Corp. 

1,418 

1,200 

1,187 

889 

64B 

2,761 

1.338 

943 

776 

761 

Table 5 

Companies Wi th The Largest Pension Plus OPEB Shortfal ls 

Pension shortfall (mil. $) 

2005 

Exelon Corp. 

TenrMSsee Valley Authority 

Public Servtce Enterprise Groyp 

DTE Energy Co. 

Entergy Corp. 

2004 

Exelon Corp. 

Tennessee valley Authority 

FirstEnergy Corp. 

American Eleciric Power Co. Ihc. 

PiiAc Seivlce Enterprise Group 

OPEB-Olher posternploymenl employee benefits. 

3,143 

1,062 

1.750 

1.741 

1.683 

4.503 

1.785 

1.761 

1.560 

1,519 

Appendix 
Table 6 

Companies In Pension patabase 

1 AGL Resources Inc. 

2 Allegherty Energy Inc. 

3 ALLETE Inc. 

4 Afllant Energy Corp. 

5 Ameren Corp. 

6 American Electric Power Co. Inc. 

7 Aquila Inc. 

8 Atmos Energy Corp. 

9 Avista Corp. 

10 Black HBIB Corp 

11 Cascade Natural Gas Corp. 

12 CenlorPoInt Energy Inc. 
13 Cenlral Hudson Gas 4 Electric Corp. 

14 Cenlral Varmom PuWlc SeNice Corp, 

15 Cinergy Corp. 

16 ClecoCorp. 

17 CMS Energy Corp, 

16 Consolidated Edison Inc. 

19 Constellation Energy Group Inc. 

50 National Grid USA 

51 Nicor Gas Co. 

52 NiSource Inc. 

53 Northeast UtiUtm 

54 Northwestern Corp. 

55 Northwest Natural Gas Co 

56 NSTAR 

57 OGE Energy Corp. 

56 ONEOKInc. 

59 PecirrCorp 

BO Paciftc Gas & Electric Co. 

61 Peoptes Energy Corp. 

62 PEPCO Holdings Inc, 

63 PiedmointteluTalGBsCo inc. 

64 Rnnacie Wesl Capital Corp. 

65 Public Service Co. of htew Mexico 

66 Portland General Electric Co 

67 PPL Corp, 

68 Progress Energy inc. 
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20 Dominion Resources IrK. 

21 Duquesne Light Hotiings Inc. 

22 DTE Energy Co. 

23 DPL Inc. 

24 Duke Energy Corp. 

25 Dynegy Inc. 

26 Edison International 

27 E) Paso Electric Co. 

26 Empire District Electric Co. 

29 Energen Corp, 

30 Energy East Corp 

31 Entergy Corp. 

32 Equitable Resources Inc. 

33 ExetonCorp. 

34 FirstEnergy Corp. 

35 FPL Group Inc, 

36 Great Plains Energy Inc. 

37 Green Mounlain Power Corp. 

38 HawaUart Electric Industiies Inc. 

30 IDACORPInc. 

40 IPALCO Enterprises Inc. 

41 Kentucky UtiUlies Co. 

42 KeySpan Corp, 

43 Kinder Morgan Inc. 

44 Laclede Group Inc. 

45 Louisville Gas & Electric Co. 

46 MacUson Gas & Electric Co. 

47 MOU Resources Group Inc. 

46 MklAmerican Energy Holdings Co. 

49 National Fuel Gas Co 

69 Public ServKe Enterprise Group Inc. 

70 Pugel Energy Inc. 

71 Queslar Corp. 

72 SCANA Corp-

73 SEMCO Energy Inc. 

74 Sempra Energy 

75 Sierra Pacific Resources 

76 SoulhJersey Gas Co 

77 Southem Co. 

76 Southern Union Co. 

79 Southwest Gas Corp. 

60 TECO Energy Inc. 

81 Tennessee Valley Authority 

82 Texas-New Mexico Power Co. 

83 Unisource Energy Corp, 

84 TXUCorp. 

85 VectrenCorp. 

86 Weslar Energy Inc. 

87 WGL HoUlngs Inc. 

88 WMQams Cos. Inc. (The) 

89 Wisconsin Enargy Corp. 

90 WPS Resources Corp 

91 Xcel Energy lr»c. 

Analytic sen/ices provided by Standard & Poor's Ratings Services (Ratings Services) are the result ol separate activities 
designed to preserve the independence and objectivtly of ratings opinions. The credit ralir>gs arxl obsen/ations contained herein 
are solaly statements of opinkjn and not statements of fact or recommendations to purchase, hold, or sell any securities or make 
any other Investment decisions. AcconJingly. any user of the information contained herein should nol rely on any credit rating or 
other opinion contained herein in making any investment decision. Raiings are based on information received by Ratings 
Services. Other divisions of Standard & Poor's may have information thai is nol available to Ratings Services. Standard & Poor's 
has established policies and procedures to maintain the confidentiality of norvpublic information received during the ratings 
process. 

Ratings Services receives compensation for its ratings. Such compensation Is normally paid either by the issuers of such 
securities or third parties participating In marketing the securities. While Standard & Poor's reserves the righl to dissemlrwto the 
rating, it receives no payment for doing so. except for sutTSCriptiORS to its publications. Additional information about our ratings 
fees is available at www.starKlardanOpoors.com/usratingsrees. 

Copyright O 1994-2006 SlaiKlard A Poor's, a division of Ttte McGraw-HUI Companies. 
Ail Rights Reserved. Prrvacy Notice 
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Note: Excerpt from the Deloitte publication titled, "Power &. Utilities Sector 2006 Accounting, Financial 
Reporting, and Tax Update", page 29. 
Copy of the complete publication can be obtained at the following website: 
hnp://www.deloitte.com/dtt/article/0,1002.sid%253D2206%2526cUl%253DI40996.00.htmi 

• The percentage increase in rates scheduled under the regulatory recovery plan for each future year should be no greater than the percentage 
increase in rates scheduled under the plan for each immediately preceding year (no 'backloading', similar to phase-In plans under SFAS 92). 
The EITF observed that straight-line recovery would meel this criterion. 

Because the adoption date for SFAS 106 was for fiscal years beginning after December 15, 1992, the deferral period of appK)»mate*y five years 
has ended and the recovery period should end around 2012. 

The EITF also reached a consensus that a utility should disclose in its financial statements: 

• A description of the regulatory treatrrwnt of OPEB costs. 

• The sutus of any pending regulatory action. 

• The amount of any SFAS 106 costs deferred as a regulatory asset at the balance sheet date 

• Tlie period over which the defened amounts are expected to be recovered in rates. 

SFAS 158, Employers ' Account ing fo r Def ined Benef i t Pension and Other Postret irement P l a n s -
an amendment o f FASB Statements 87, 88, 10€, a n d 132(R) 

SFAS 158 has ntany regulatory implications. Amounts otherwise charged/aedited to AOCI upon application oi SFAS 158 coukl/should be 
recorded as a regi-Uio*-/ asset or liability il the utility has historically recovered and cunently recovers SFAS 87, Emphyer^' Acrounting for 
Pensior\s, pension expense and SFAS 106 OPEB expense in rates ((he determination shoukl be made on a plan by plan basis) and there is no 
negative evidence that the existing regulatory treatment will change. 

We do not believe thai a specific regulatory order is required to record the regulatory asset or liability in tiie abserxie of such negative evidence. 
The reasoning is that if the utility is cunently recovering SFAS 67 and SFAS 106 expense in rales, the AOCI amounts ultimately w\\i be amortized 
to SFAS 87 or SFAS 106 expense In subsequent years and thus recovered/reiunded in fulure rates. However, If ii is probable the utHlty will have 
a SFAS 88, Employers' Atxoundng for Senfements and Curtailments of defined Benefits Pension Plans and for Terminadon Benefits, curtailment/ 
settlement and thai Itw relaled costs t^ically would not be recoverable in rates, a regulatory asset should not be recorded without a spedfic 
regulatory order. 

If tfie utility has rot hfstorically recovered SFAS 106 expense in rates, but is currently, no regulatory asset shoukl be recorded until the cumulative 
rate recovety since the adoption of SFAS 106 equals or exceeds cumulative SFAS 106 expense since tfw adoption of SFAS 106. 

If SFAS 87 expense is on pay-as-youKio or some other non-SFAS 87 method for rale purposes, but the company has previously established 
support for a regulatory asset or liability, that previous support would likely be sufficient lo continue regulalory asset or liability treatment for 
pensitMi AOCI anrtfiunts. If the company does not recover SFAS 87 expense in rates and cannot currently record a regulatory asset/Uabillty for 
the difference in expense, it would need a specific regulatory order or charge in rale treatment to now record regulalory assets/Uabilibes for 
the pension AOCI amounts. 

As noted in the previous OPEB discussion, under EFTF Issue 92-12 a regulatory asset related to SFAS 106 costs should not be recorded If the 
company's regulator continues to falkiw pay-as-you-go ratemaking treatment, EITF Issue 92-12 applies only to Ihe accounting for regulatory 
assets related to SFAS 106 costs. 

Electric Revenue Ad jus tment Mechanisms and Other A l ternat ive Revenue Programs 

The EfTF reached a consensus in EITF Issue 92-7, Accounting by Rate Regulated Urilities for the Effects of Certain Altema&te Revenue Programs. 
on accounting for &e effects of certain alternative revenue programs. This consensus applies only to rate-regutated utilities under SFAS 71. The 
following discussion is an overview of this issue along with the consensus reached by the EITF. 

Traditionally, regulated utilriJes, whose rates are based on cost of service, charge their customers by applying approved base rates to usage. Some 
regulators have also authorized the use of additional, alternative revenue programs, The major alternative revenue programs currently used arc 
addressed in EITF Issue 92-7 and can generally be segregated into tvro types of programs: 

• Pnsgrams that adjust billings for the effects of weather abnormalities or broad extemai factors, or tiiat compensate the utility for demand-side 
management initiatives, wtiich consisls ot various load managemeni and conservation programs designed to address capacity, potential peak 
demand reductions and cost-saving opportunities (or customers and environmental corKerns; and 

• Programs that provide tor additional billings (incentive awanls) if the utility achieves certain established performance measures, such as 
reducing costs, reaching specified milestones, or demonstratively improving customer service. 

29 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM 8-K 
CURRENT REPORT 

Pui^uant to Section 13 or 15(d) of the 
Secuiities Exchange Act of 1934 

Date of Report: January 26,2007 

Exact Name of Registrant 
as Soecified in Its Charter 

IHawaiian Electric Industries, Inc. 
Hawaiian Electric Company, Inc. 

Commission 
File Number 

1-8503 
1:4.955 

l.R.S. Employer 
Identificatbn No. 

99-0208097 
. 99-0040500 

State of Hawaii 
(State or other jurisdiction of incorporation) 

900 Richards Street, Honolulu. Hawaii 96613 
(Address of principal executive offices and zip code) 

Registrant's telephone number, including area code: 

(808) 543-5662 - Hawaiian Electric Industries, Inc. (HEI) 
(808) 543-7771 - Hawaiian Electric Company, Inc. (HECO) 

None 
(Former name or former address, if changed since last report.) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing 
obligation of the registrant under any of the following provisions: 

[ 1 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

[ 1 Soliciting material pursuant to Rule Ha-12 under the Exchange Act (17 CFR 240.14a-12) 

[ 1 Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 
240.14d-2(b)) 

[ ] Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 
240.13e-4(c)) 
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Item 5.03 Amendments to Articles of Incorporation or Bylaws; Change In Fiscal Year 

The Board of HEI approved, at its meeting on January 30,2007, an amendment to Article III (Board of 
Directors), Section 12 of the Bylaws of the Company, effective January 30, 2007, and the restatement of 
the Bylaws as thus amended. Prior to the amendment, Section 12 of the Bylaws provided that any action 
required or permitted to be taken at any meeiing of the tx)ard of directors, or a committee of the board of 
direclors, may be taken if all of the members of the board or committee, as the case may be, sign a written 
consent setting forth the action taken and the effective date of that action. The revision to Section 12 altows 
the members of the board or committee to provide their written consent via electronic transmission, 
provided the consent is submitted with information from which it may be detennlned that the electnanic 
transmission was authorized by the proper board or committee members. 

The Bylaws, amended and restated in their entirety to incorporate this amendment to Article III, 
Section 12, is included as an exhibit to this Cun-ent Report. 

Item 8.01 Other Events. 

The following is an update to the discussion in "Management's Discussion and Analysis of Financial 
Condition and Results of Operations" under 'Most recent rate requests" and 'Pension and other 
postretirement benefits," which are incorporated herein by reference to pages 49-52 and pages 40-42, 
respectively, of HEI's and HECO's Form 10-Q for the quarter ended September 30,2006. 

By application filed on December 8, 2005 (AOCI Docket), the electric utilities had requested the Public 
Utilities Comfnission of the State of Hawaii (PUC) to pennit them to record, as a regulatory asset pursuant 
to Stdtement of Financial Accounting Standards (SFAS) No. 71, 'Accounting for the Effects of Certain 
Types of Regulation," the amount that would othenwise be charged against stockholders' equity as a result 
of recording a minimum pension liability as prescribed by SFAS No. 87, "Employers' Accounting for 
Pensions." The electric utilities updated their application in the AOCI Docket In November 2006 to take into 
account SFAS No. 158. 'Empioyers' Accounting for Defined Benefit Pension and Other Postretirement 
Plans, an amendment of FASB Statements No. 87, 88,106, and 132(R).' The parties In the AOCI Docket 
include the electric utilities, the Consumer Advocate and the Department of Defense. The Consumer 
Advocate opposed the application, but the Department of Defense did not object to the requested relief on 
the understanding that the ratemaking treatment of the regulatory assets being requested by the electric 
utilities was not being addressed in the proceeding. 

On January 26,2007, the PUC issued a D&O in the updated AOCI docket, which denied the electric 
utilities' request to record a regulatory asset on the grounds that the electric utilities had nol met their 
burden of proof to show that recording a regulatory asset was wan^anted, or that there would be adverse 
consequences if a regulatory asset was not recorded. The electric utilities are considering their options as a 
result of the deciston. The PUC also required HECO to submit a pension study (detemiining whether 
ratepayers are better off vinth a vrell-funded pension plan, a minimally-funded pensbn plan, or something in 
between) by May 31, 2007 in its pending 2007 test year rate case, as proposed by the electric utilities in 
support of their request. 

Although there is not an immediate impact on net income due to this D&O, the electric utilities are 
required to record substantial charges against stockholder's equity, and their reported retums on rate base 
and retums on average common equity will be higher (than if there were no charge against stockholder's 
equity). Consolidated debt to capitalization and interest coverage ratios of the Company and the electric 
utilities will deteriorate, which could result in security ratings downgrades and difficulty or greater expense 
in obtaining future financing. The electric utilities will continue to seek a retum on their pension assets (i.e., 
accumulated contributions in excess of accumulated net periodic pension costs) by including such assets 
(net of relaled deferred income taxes) in rale base in their respective rate cases. 
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Forward-looking Statements 

This document may contain "forward-tooking statements," which include statements that are predictive in 
nature, depend upon or refer to future events or conditions, and usually include words such as expects, antfcipates, 
intends, plans, believes, predicts, estimates or similar expressions. In addition, any statements conceming future 
financial performance (including future revenues, expenses, eamings or losses or growth rates), on-going business 
strategies or prospects and possible future actions, which may be provided by management, are also forward-
looking statements. Fonward-looking statements are based on current expectations and projections about future 
events and are subjecl to risks, uncertainties and assumptions about HEI and its subsidiaries, the perfomiance of 
the industries in which they do business and economic and market factors, among other things. These forward-
looking statements are not guarantees of future performance. 

Fonward-boking statements in this document should be read in conjunction with the "Fonward-Looking 
Statements" discussion [which is incorporated by reference herein) set forth on page Iv of HEI's and 
HECO's Quarteriy Report on Form 10-Q for the quarter ended September 30,2006, and in HEI's and 
HECO's future periodic reports that discuss important factors that could cause HEI's and HECO's results to 
differ materially from those anticipated in such statements. Forward-looking statements speak only as of 
the dale of this document. 

Item 9.01 Financial Statements and Exhibits 

Exhibit No. Description 

Exhibit 3(ii) HEI's Amended and Restated By-Laws 
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SIGNATURES 

Pui^uant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly 
caused this report to be signed on their behalf by the undersigned thereunto duly authorized. The signature 
of the undersigned companies shall be deemed to relate only to matters having reference to such 
companies and any subsidiaries thereof. 

HAWAIIAN ELECTRIC INDUSTRIES, INC, 
(Regtstranl) 

Isl Eric K. Yeaman 
Eric K, Yeaman 
Financial Vice President, Treasurer 

and Chief Financial Officer 
(Principal Financial Officer of HEI) 
Date: Febroary 5.2007 

HAWAIIAN ELECTRIC COMPANY, INC. 
(Registrant) 

Isl Tavne S. Y. Sekimura 
Tayne S. Y. Sekimura 
Financial Vice PresidenI 
(Principal Financial Officer of HECO) 
Date: Febmary 5, 2007 
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Test Year 2007 

Funds from Operations Interest 
Coverage * 

Funds from Operations / 
Average Total Debt * 

Total Debt / Total Capilal * 

Total Debt/Total Capital 
witlu.ui Purchased Power 
Debt Equivalent 

NO Rate Increase WITH Rate Increase 

5.00 X 

24% 

47.3% 

47.0% 

6.03 X 

30% 

47.3% 

47.0% 

2005 Actual 

Total Debt / Total Capital * 

Total Debt / Total Capital 
without Purchased Power 
Debt Equivalent 

44.0%, 

43.6% 

* These ratios take into account the debt equivalent (off-balance sheet purchased 
power and operating lease obligations). 
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Financial Ratios in Comparison to S&P Rating Guidelines 

Business Profile = 5 

5.5x 

4.5x 

3.8x 

2.8x 

1.8x 

n; 

40% 

30% 

22% 

15% 

10% 

0 

0% 

42% 

50% 

60% 

65% 

Funds from 
Operations Interest 

Coverage 

Funds from 
Operations / Total 

Debt 

Total Debt / Total 
Capital 

MECO w/ Rate Increase 6.0 x 
MECO w/oul Rate Increase 5.0 x 

30% 
24% 

47% 
47% 

DAA 
P A 
DBBB 
• BB 
• Below BB 
A HECO with Rate Increase 
D HECO without Rate increase 



MECO-1719 
DOCKET NO. 2006-0387 
PAGE 1 OF 1 

Year 

1994 
1995 
1996 
1997 
1998 
1999 
2000 
200 i 
2002 
2003 
2004 
2005 
2006 

Total 

Maui Electric Company, Ltd. 
AOCI IF SFAS 158 HAD APPLIED SINCE 1995 

1995-2006 
($ in thousands) 

Contributions 
to Trust 

A 

1,441 
1,970 
1,755 

95 
0 
0 
0 
0 

3,223 
4,581 
1,000 

0 

NPPC 
Accrual 

B 

1,461 
2,009 
1,765 

952 
591 

(2,266) 
(2,279) 
(1,496) 
2,127 
1,016 
1,745 
3,210 

Ending Pension 
Asset Balance 
before AOCI 

Adj 
C= 

Prior C + A - B 

(7) 
(27) 
(66) 
(76) 

(933) 
(1,524) 

742 
3.021 
4.517 
5.613 
9.178 
8.433 
5.223 

PBO at 
12/31 

D 

52,144 
55,680 
59,257 
66,312 
57,359 
64,098 
69,406 
79,319 
91,364 

100,029 
108,437 
110,794 

MV Plan 
Assets at 

12/31 

E 

51,570 
58,699 
67,628 
76,617 
95,774 
89,980 
77,848 
63,730 
77,824 
86,471 
89,693 
96,406 

ILLUSTRATION ONLY | 

Asset 
(Liability) 

under SFAS 
158 
F = 

E - D 

(574) 
3,019 
8,371 

10,305 
38,415 
25,882 
8,442 

(15,589) 
(13,540) 
(13,558) 
(18,744) 
(14.388) 

AOCI 
(net of tax) 

G 

(334) 
1,885 
5,160 
6,865 

24,399 
15,358 
3,312 

(12,283) 
(11,701) 
(13,889) 
(16,602) 
(11,980) 

14.065 $ 8,835 

Effective composite income tax rate 38.91% 
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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF HAWAII 

DOCKET NO. 2006-0387 

APPLICATION OF MAUI ELECTRIC COMPANY, LIMITED 

FOR APPROVAL OF RATE INCREASES AND 

REVISED RATE SCHEDULES AND RULES 

AFFIDAVIT OF WILLIAM E. AVERA, PH.D., CFA 

STATE OF TEXAS ) 

) 

COUNTY OF TRAVIS ) 

Before me, the Undersigned Authority, on this 1 ^ day of February 2007, 
personally appeared William E. Avera, upon being duly sworn, states the following: 

My name is William E. Avera. I am over the age of 21, of sound mind and 
competent to testify to the matters stated herein. I am a principal in Financial Concepts 
and Applications, Inc. (FINCAP), a consulting firm engaged in financial, economic, and 
policy consulting to business and government. My business address is 3907 Red River, 
Austin, Texas 78751. A resume containing the details of my qualifications is attached 
as Appendix A. 

1. In December 1996, the Public Utilities Commission of the State of Hawaii (PUC) 
concluded an examination of the relationship between Hawaiian Electric 
Industries, Inc. (HEI) and Hawaiian Electric Company, Inc. (HECO), including 
HECO's two electric utility subsidiaries, Hawaii Electric Light Company, Inc. 
(HELCO) and Maui Electric Company, Limited (MECO). At that time, the PUC 
stated its intention to evaluate the need for a comprehensive analysis of the 
impact that HEI's diversified activities have on the cost of capital to HECO and its 
subsidiaries on a case-by-case basis in future rate proceedings. The purpose of 
this affidavit is to evaluate any circumstances which might alter the conclusions 
adopted by the PUC in its last investigation or justify including a detailed review 
of this issue in the scope of MECO's current rate proceeding. I previously 
conducted similar reviews in conjunction with affidavits submitted in Docket No. 

1 
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97-0346 (December 1997) on behalf of MECO, Docket Nos. 97-0420 (March 
1998), 99-0207 (October 1999 and June 2000), and 05-0315 (May 2006) on 
behalf of HELCO. and Docket Nos. 04-0113 (November 2004) and 2006-0386 
(December 2006) on behalf of HECO. 

2. Based on my evaluation, I found no evidence that would modify the findings 
resulting from the PUC's last review of the relationship between HEI and HECO 
or justify a comprehensive reexamination of these issues in MECO's present rate 
case, especially in light of the additional complexities and costs such a study 
would introduce. 

3. By an order dated January 26, 1993, the PUC initiated Docket No. 7591 to 
review the relationship between HEI and HECO. The purpose of the review was 
to determine whether HEI's diversified activities, management policies, 
operations, or business practices resulted in any negative effects on HECO, 
HELCO, MECO, or ratepayers. Dennis Thomas and Associates was retained by 
the PUC to perform the review. An examination of the effect of diversification on 
the cost and availability of capital to HECO was included in the scope of the 
investigation, with a report (Thomas Report) being issued in January 1995. 

4. I was retained by Dennis Thomas and Associates and served as Team Leader, 
Financial Integrity and Credit Ratings. In this position, I held direct responsibility 
for evaluating the impact of diversification on the availability and cost of capital 
for HECO and its electric utility subsidiaries, with my conclusion being 
incorporated into the Thomas Report. 

5. The Thomas Report concluded that "on balance, diversification has not hurt 
electric ratepayers." With respect to the availability and cost of capital to HECO, 
the Thomas Report found that HECO's access to capital did not suffer as a result 
of HEI's involvement in non-utility activities and that diversification did not 
permanently raise or lower the cost of capital incorporated into the rates paid by 
HECO's utility customers. The Thomas Report was adopted by the PUC in its 
entirety in December 1996. Additionally, the PUC stated that it would apply the 
recommendation of the Department of Defense that the utility present a 
comprehensive analysis of the impact of HEI on the cost of capital for the utilities 
on a "case-by-case" basis in the utilities' respective rate cases. 

6. In assessing the likelihood that changes in circumstances might alter the 
conclusions of the Thomas Report, my evaluation focused primarily on events 
since the report was issued in January 1995, with particular emphasis on 
developments since my last review was completed in Docket No. 2006-0386. 
The availability and cost of capital is a function of investors' expectations and 
requirements as reflected in the capital markets. In order to examine the ongoing 
impact of HEI's non-utility businesses on HECO's cost and availability of capital, I 
reviewed numerous reports of leading investment advisory services as a guide to 
Investors' perceptions and requirements. 
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7. Bond ratings, and the analyses prepared by the major rating agencies, are 
frequently referenced by investors and provide a useful benchmark for the risks 
perceived in the capital markets. As I noted in my initial affidavit filed in Docket 
No. 99-0207, the bond ratings assigned to HECO's first mortgage bonds by the 
major rating agencies were unchanged from the time the Thomas Report was 
prepared until these securities were redeemed in December 1, 1997. 

8. Events over the last decade caused investors to rethink their assessment of the 
relative risks associated with the electric power industry. A well-publicized 
energy crisis throughout the West wreaked havoc on customers, utilities, and 
policymakers and had dramatic repercussions for investors and utilities 
nationwide. The collapse of Enron and others engaged in merchant generation 
and energy trading and marketing increased turmoil within the industry and 
served to further magnify the risks associated with the power sector. Investor 
confidence in the electric power industry was severely shaken, leading to 
reduced access to capital and constrained liquidity for many utilities. 

9. While the severe distortions that characterized the energy crisis of 2000-2001 
have faded, investors recognize that the continuing prospect for price spikes in 
energy markets cannot be discounted. Apart from continued variability in 
wholesale power markets, in recent years utilities and their customers have also 
had to contend with dramatic fluctuations in fuel costs due to ongoing volatility in 
the spot markets. S&P noted the danger posed by "high and volatile" fuel prices, 
which increase the uncertainties associated with power supply costs.^ More 
recently. Fitch concluded, "Historically high and volatile commodity prices will 
continue to affect nearly the entire power and gas sector."^ In addition, policy 
evolution in the electric transmission segment has been wide-reaching for 
mainland utilities, and investors have increasingly focused on uncertainty over 
operating rules and market development. 

10. Revised perceptions of the risks in the industry and weakened utility finances 
combined to produce steady erosion in credit quality throughout the electric utility 
industry. For example, during 2002 Standard & Poor's Corporation (S&P) 
recorded 182 downgrades in the electric power industry, versus only fifteen 
upgrades,^ while downgrades outpaced upgrades by more than fifteen-to-one in 
the fourth quarter of 2003.'* While the pace and scale of credit ratings actions has 

^ standard & Poor's Corporation, "Prolonged High Natural Gas Prices May Increase Credit Risk for U.S. 
Gas Distributors," RatingsDirect (Jan. 19, 2005) 
^ Fitch Ratings, Ltd., "U.S. Power and Gas 2007 Outlook," Global Power North Ameiican Special Report 
{Dec. 15, 2006) at 1. 

Standard & Poor's Corporation, "U.S. Power Industry Experiences Precipitous Credit Decline in 2002; 
Negative Slope Likely to Continue," RatingsDirect (Jan. 15, 2003). 
^ Standard & Poor's Corporation, "U.S. Utilities" Ratings Decline Continued in 2003, But Pace Slows," 
RatingsDirect {Feb. 2, 2004). 
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since stabilized, the majority of companies in the utility sector now fall in the tripleB 
rating category, with a continued negative bias in the credit outlook for the sector.^ 

11. Although these developments focused increased attention on the potential 
impact of non-utility businesses on investment risk, in the immediate aftermath of 
the Western energy crisis, the investment community was primarily concerned 
with merchant generation and energy trading activities, particularly where high 
debt leverage was employed. For example, S&P noted that the deterioration in 
the utility industry's credit quality could be traced in part to: 

Heightened business risk derived from growing, debt-financed 
investments ... mainly in unregulated generation and energy 
trading and marketing activities, that have continued to severely 
underperform expectations.® 

In June 2002, S&P noted that "the last 24 months have witnessed extraordinary 
turmoil for power and energy debt," attributing this unprecedented shift in risk 
perceptions to "the credit collapse of the California utilities, through the Enron 
bankruptcy and subsequent market disruptions for U.S. energy merchant 
companies."^ 

12. Since that time, many utilities have pursued a "back to basics" strategy that has 
emphasized the sale of non-regulated business lines, particularly energy trading 
and marketing, and refocused attention on regulated electric and gas utility 
operations. While this has generally been viewed as an effective course to reduce 
overall uncertainties, the investment community has increasingly recognized that 
regulated operations convey their own set of challenges. For example, S&P 
cautioned that: 

Much of the industry continues to re-emphasize core competencies, 
where risks are certainly more familiar, but still daunting. These 
include major pending regulatory decisions, the need for substantial 
infrastructure expenditures, fuel-cost recovery in a high-fuel-price 
environment, and still low, but gradually rising interest rates. In 
addition, event risk, specifically mergers and acquisitions, is a 
significant development with the repeal of the Public Utility Holding 
Company Act.^ 

^ Standard & Poor's Corporation, "Industry Report Card: Few Rating Actions For U.S. Electric, Gas, And 
Water Utilities In Third Quarter," Ratir)gsDirect {Ocl 25, 2006). 
^ Standard & Poor's Corporation, "U.S. Power Industry Experiences Precipitous Credit Decline In 2002; 
Negative Slope Likely to Continue," RatingsDirect (Jan. 15. 2003). 
^ Standard & Poor's Corporation, 2002 Power & Energy Credit Conference: Beyond the Crisis (June 12, 
2002). 
® Standard & Poor's Corporation, "First-Quarter U.S. Utility Upgrades Outpaced Downgrades, But 
Momentum Is Likely To Change," RatingsDirect (Apr. 27, 2006). 
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13. In contrast to the declining credit trend experienced by the industry as a whole, 
the corporate credit ratings of HEI and HECO have remained stable. This 
relatively greater financial strength can be attributed in part to the fact that HECO 
and its subsidiaries have not faced the uncertainties posed by industry 
restructuring and volatility in wholesale power markets. In addition, effective 
September 30, 2001, HEI announced that it was discontinuing its international 
power business and stated its intention to wind down HEI Power Corp. and 
dispose of its assets, with the goal of refocusing attention on its core Hawaii 
operations. 

In response to HEI's decision to discontinue its international power 
operations, S&P raised HEI's business profile ranking, reflecting lower 
consolidated business risk, and commented that: 

Given the absence of the very risky nonregulated generation 
operations and HEI's concentration on the regulated utility (about 
70% of earnings) and banking (30%) activities, the company's 
business profile is now characterized as average versus below 
average. The stronger business profile requires less stringent 
financial parameters.^ 

Similarly, Moody's noted that HEI's credit profile "benefited from the company's 
decision to reduce its overseas exposure" and concluded that renewed focus on 
core utility and banking operations has the effect of "significantly lowering its risk 
profile."''^ 

14. The investment community has also distinguished between the tumultuous 
events that have traumatized diversified companies in the power sector and 
HEI's strategy of refocusing on its Hawaii utility and banking operations. As The 
Value Line Investment Survey (Value Line) concluded, for example: 

The unfavorable outcomes of regulatory restructuring and the 
severe slump in energy trading and marketing have hurt many 
companies in this sector, but not HEI." 

Thus, while the crisis of recent years motivated power industry participants to 
adopt a "back-to-basics" business strategy, investors recognized that HEI had 
already refocused its operations by discontinuing its international power business 
and exiting maritime and real estate operations. At the same time, the capital 
markets have distinguished between HEI's American Savings Bank (ASB) 
subsidiary, which is regarded as a core business, and the unregulated merchant 
power and energy trading activities that have commanded investor scrutiny. 

^ Standard & Poor's Corporation, "Bulletin: Hawaiian Electric Industries Exits Nonregulated Generation," 
RatingsDirect (Uow. 1, 2001). 
°̂ Moody's Investors Service, "Opinion Update: Hawaiian Electric Industries, Inc.," Global Credit Research 

(Sep. 11.2003). 
The Value Line Investment Survey (Nov. 15, 2002). 
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15. Investors generally perceive that ASB implies a level of business risk that 
exceeds that of HEI's regulated utility operations, but also recognize that HECO's 
investors and ratepayers are protected from these uncertainties. For example, 
while granting HEI's support of "riskier financial service operations," S&P noted 
that structural and regulatory protections afforded HECO warranted a higher 
bond rating than the parent: 

In most circumstances. Standard & Poor's will not rate the debt of a 
wholly owned subsidiary higher than the rating of the parent. 
However, exceptions can be made on the basis of structural 
protections or regulatory insulation, or both, assuming the entity 
has a financial profile that supports a higher rating. In Hawaiian 
Electric's case, in Standard & Poor's opinion, there are adequate 
insulating conditions in Hawaii's statutory and regulatory 
framework, including orders issued by the PUC regarding the 
formation of HEI's holding company structure, to separate the 
corporate credit ratings on HEI and Hawaiian Electric by one 
notch.^^ 

Consistent with this view, S&P also made clear that it "does not accord any credit 
uplift to American Savings Bank as a result of its affiliation with HEI."^^ 

16. The investment community continues to evaluate HEI as a member of the utility 
sector. In 2002, for example, Value Line concluded that HEI stock "is suitable for 
traditional, income-oriented utility investors.^^ Value Line continues to include HEI 
within its Electric Utility (West) industry group,^^ and Robert W. Baird & Company 
recently affirmed that HEI is a "core utility holding."̂ ® Meanwhile, S&P indicated 
that its April 2005 decision to revise its ratings outlook for HEI and HECO from 
"stable" to "negative" was motivated primarily by subpar protection parameters 
related to regulated utility operations.^' S&P cited financial pressures stemming 
from a long-term lack of rate relief, rising operating expenses, and yet to be 
recovered investments. At the same time, S&P has repeatedly recognized the 
benefit of "decent earnings" attributable to ASB's "steady banking operations."^^ 

^̂  Standard & Poor's Corporation, "Summary: Hawaiian Electric Company, Inc.," RatingsDirect (Mar. 16, 
2006). 
^̂  Standard & Poor's Corporation, "Summary: Hawaiian Electric Company, Inc.," RatingsDirect {Now. 22, 
2006). 
'̂'The Value Line Investment Survey (Feb. 15, 2002, Aug. 16,2002). 

^̂  See, e.g.. The Value Line Investment Survey (Feb. 9, 2007). 
^̂  Parker, David, "HE: Earthquake Damage Minimal; Maintain Estimates and Outperfonn," Robert W. 
Baird & Company (Oct. 17, 2006). 
^̂  Standard & Poor's Corporation, "Research Update: Hawaiian Electric Industries And Utility Units 
Ratings Affirmed; Outlook Revised To Negative," RatingsDirect {Apr. 22, 2005). 
°̂ See e.g., Standard & Poor's Corporation, "Summary: Hawaiian Electric Company, Inc.," RatingsDirect 

(Nov, 22, 2006). 
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17. ASB's strategic decision to expand its commercial lending business has not 
generated concern from bond ratings agencies or investors, and has generally 
been characterized as a gradual shift in emphasis rather than a dramatic 
departure from past strategy. Since 2000, the percentage of ASB's loan portfolio 
attributable to residential mortgages has declined from 83% to 73%, while 
commercial lending now represents 20% of total loans outstanding. S&P, for 
example, noted ASB's strategy of "slowly and conservatively" expanding its 
business banking and commercial real estate operations, while retaining the 
lower-risk profile of a more traditional thrift,^^ and S&P continues to evaluate ASB 
as part of the thrift sector.^° As well, the investment community has recognized 
that ASB's strategy of broadening its lending into commercial loans has helped to 
support earnings in the face of a flattening yield curve.^^ 

The conclusion that ASB's transformation from a traditional retail thrift to a 
full-service community bank has had no significant impact on investors' overall 
risk perceptions is also supported by reference to S&P's business profile ranking 
for HEI, which has remained stable at "6".^^ A risk profile ranking of "6" falls one 
notch above the midpoint of S&P's 10-point scale, which ranges from " 1 " (lowest 
risk) to "10" (highest risk). 

18. While granting that banking activities involve an increment of business risk above 
that of regulated utility operations, the investment community also recognizes 
that HEI benefits through the diversification and financial support provided by 
these activities and generally perceives these operations as relatively 
conservative and stable. For example, S&P observed that; 

[0]ngoing growth in the Hawaii economy should allow the electric 
utility to generate relatively stable cash flows. The decrease in 
Hawaiian Electric's dividend to HEI is expected to be partly offset 
by the increase in the bank's dividend.^^ 

In addition, S&P cited ASB's "solid earnings" from its "strong deposit funding 
base"^* and its low-risk asset portfollo."^^ Similarly, Moody's Investors Service 
noted the stability of ASB's operations and the benefits of its predictable earnings 

^̂  Standard & Poor's Corporation, "Hawaiian Electric Industries Inc.," RatingsDirect (Mar. 28, 2003). 
^° Standard & Poor's Corporation, "Industry Report Card: U.S. Thrift Institutions Have Flat Second 
Quarter," RatingsDirect {Aug. 14, 2006). 
^' Fleishman, Steve and Kania, Alex, "Managing through the flat yield curve; still expensive," Merrill Lynch 
(May 15, 2006). 

Standard & Poor's Corporation, "New Business Profile Scores Assigned for U.S. Utility and Power 
Companies; Financial Guidelines Revised," RatingsDirect (Jun. 2, 2004); Standard & Poor's Corporation, 
"Issuer Ranking; U.S. Utility And Power Companies, Strongest To Weakest," RatingsDirect (Jan. 5, 2007). 
" Standard & Poor's Corporation, "Summary: Hawaiian Electric Company, Inc.," RatingsDirect (Nov. 22, 
2006). 
" Standard & Poor's Corporation, "Industry Report Card: U.S. Thrift Institutions Have Flat Second 
Quarter," RatingsDirect (Aug. 14, 2006). 
^̂  Standard & Poor's Corporation, "Hawaiian Electric Company, Inc.," RatingsDirect (Aug. 30, 2006). 
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stream.^^ Other analysts have recognized that, despite the challenges posed by 
the current interest rate environment, ASB has continued to maintain margins 
and the high quality of its loan portfolio.^^ The investment community has also 
concluded that core utility and banking operations offer diversification that may 
insulate HEI's investors from the impact of changing interest rates.^^ 

19. The investment community continues to focus on HEI's exposure to potential 
weakness in Hawaii's economy; however, there is no indication that this risk 
exposure has been significantly magnified by non-utility operations. For 
example, while the aftermath of the September 11, 2001 terrorist attacks resulted 
in an economic slowdown due to decreased tourism. Investors made no 
distinction between HEI's core regulated utility and banking operations in their 
assessment of the effects of the downturn. 

20. While the investment community has recently expressed some concern 
regarding higher debt levels in HECO's capital structure and deterioration in 
other financial measures, these developments have been attributed strictly to the 
challenges faced by HEI's regulated utility operations. For example, S&P noted 
that "HEI's consolidated financial condition remains somewhat weak for the rating 
despite the strong Hawaiian economy and the company's efforts in recent years to 
strengthen its capital structure." ̂ ^ S&P concluded that: 

Financial metrics have been pressured owing to rising operating 
and maintenance expenses, increasing capital outlays, the 
prolonged lack of rate relief, and recently, lower electricity sales 
caused by cooler less humid weather and customer conservation. 
Absent a responsive final rate order in Hawaiian Electric's pending 
rate case, prospective key financial metrics may not support a 
financial profile that is commensurate with the current ratings. 

Meanwhile, S&P reported that in the third-quarter of 2006 ASB began to pay 
nearly all of Its earnings as dividends to HEI, while sustaining its target core 
capital ratio and supporting its own business needs.^^ 

21 . The methodology used to establish the allowed rate of return for HECO and its 
electric utility subsidiaries avoids any bias that might be introduced by the 

^̂  Moody's Investors Service, "Liquidity Risk Assessment: Hawaiian Eiectric Industries, Inc.," Global 
Credit Research (Dec. 19, 2006); "Credit Opinion: Hawaiian Electric Industries, Inc.," (Dec. 21, 2006). 
" See e.g., Parker, David E., "HE: Increasing Costs and Inverted Yield Curve Pressures EPS" Robert W. 
Baird & Co. (Nov. 2, 2006); Arnold, Jonathan and Kania, Alex, "Still facing cost headwinds," Merrill Lynch 
(Dec. 11,2006). 

See, e.g., Fleichman, Steve, "Hawaiian Electric Industries Inc.," Comment. Merrill Lynch (Jul. 28, 2005). 
Moody's also noted that "HEI has two different business units to generate revenues, income, and cash 
flow." Moody's Investors Service, "Credit Opinion: Hawaiian Electric Industries, Inc.," (Dec. 21, 2006). 
®̂ Standard & Poor's Corporation, "Summary: Hawaiian Electric Company, Inc.," RatingsDirect (Nov. 22, 
2006). 

' ' Id . 

8 
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specific risks of HEI's diversified activities. This is because the cost of equity has 
consistently been established by reference to groups composed of other 
comparable utilities. The Thomas Report noted that this insulates ratepayers 
from the impact of diversified activities because "any changes to HEI's cost of 
equity in the past have not been reflected in the revenue requirements used to 
set HECO's rates."^^ 

This approach has been consistently followed in prior proceedings, 
including MECO's last rate case In Docket No. 97-0346, and It is my 
understanding that this approach will also be followed In MECO's current rate 
case. 

22. In conclusion, my review revealed no evidence that would alter the conclusions 
reached in the Thomas Report or indicate a fundamental change in investors' 
perceptions of the relationship between HEI and HECO. The comprehensive 
analyses conducted in preparing the Thomas Report required almost an entire 
year to complete and involved an exhaustive review of documents and extensive 
interviews with members of the investment community In Hawaii, on Wall Street, 
and in other financial centers. Given that the findings of such a comprehensive 
review with respect to the availability and cost of capital to HEI and Its utility 
subsidiaries would not be expected to be materially different from those adopted 
by the PUC in December 1996, it is my opinion that the significant expenditure of 
time and money involved In conducting such a comprehensive review is not 
presently warranted. 

Further Affiant sayeth not. 

William E. Avera 

Sworn and Subscribed before me this 1 ^ day of February 2007: 

^^ Thomas Report at 131. 

Notary Public In 
the State of Texas 

AORIEN MCKENZIE 
Notary Public 

STATE OF TEXAS 
My Comm Exp. Jan. 10, 2011 
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WILLIAM E. AVERA 

FiNCAP, INC. 
Financial Concepts and Applications 
Economic and Financial Counsel 

3907 Red River 
Austin, Texas 78751 

(512)458^644 
FAX (512)458-4768 

fincap@texas.net 

Summary of Qualifications 

Ph.D. in economics and finance; Chartered Financial Analyst (CFA ®) designation; extensive expert 
witness testimony before courts, altemative dispute resolution panels, regulatory agencies and 
legislative committees; lectured in executive education programs around the world on ethics, 
investment analysis, and regulation; undergraduate and graduate teaching in business and economics; 
appointed to leadership positions in govemment, industry, academia, and the military. 

Employment 

Principal, 
FINCAP, Inc. 
(Sep. 1979 to present) 

Director, Economic Research 
Division, 
Public Utility Commission of Texas 
(Dec. 1977 to Aug. 1979) 

Manager, Financial Education, 
Intemational Paper Company 
New York City 
(Feb. 1977 to Nov. 1977) 

Financial, economic and policy consulting to business 
and govemment. Perform business and pubiic policy 
research, cost/benefit analyses and fmancial modeling, 
valuation of businesses (over 150 entities valued), 
estimation of damages, statistical and industry studies. 
Provide strategy advice and educational services in public 
and private sectors, and serve as expert witness before 
regulatory agencies, legislative committees, arbitration 
panels, and courts. 

Responsible for research and testimony preparation on 
rate of retum, rate structure, and econometric analysis 
dealing with energy, telecommunications, water and 
sewer utilities. Testified in major rate cases and appeared 
before legislative committees and served as Chief 
Economist for agency. Administered state and federal 
grant funds. Communicated frequently with political 
leaders and representatives from consumer groups, 
media, and investment community. 

Directed corporate education programs in accounting, 
finance, and economics. Developed course materials, 
recruited and trained instructors, liaison within the 
company and with academic institutions. Prepared 
operating budget and designed fmancial controls for 
corporate professional development program. 

mailto:fincap@texas.net
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Lecturer in Finance, 
The University of Texas at Austin 
(Sep. 1979 to May 1981) 
Assistant Professor of Finance, 
(Sep. 1975 to May 1977) 

Taught graduate and undergraduate courses in financial 
management and investment theory. Conducted research 
in business and public policy. Named Outstanding 
Graduate Business Professor and received various 
administrative appointments. 

Assistant Professor of Business, 
University of North Carolina at 

Chapel Hill 
(Sep. 1972 to Jul. 1975) 

Education 

Ph.D., Economics and Finance, 
University of North Carolina at 

Chapel Hill 
(Jan. 1969 to Aug. 1972) 

B.A., Economics, 
Emory University, Atlanta, Georgia 
(Sep. 1961 to Jun. 1965) 

Taught in BBA, MBA, and Ph.D. programs. Created 
project course in finance, Financial Management for 
Women, and participated in developing Small Business 
Management sequence. Organized the North Carolina 
Institute for Investment Research, a group of financial 
institutions that supported academic research. Faculty 
advisor to the Media Board, which funds student 
publications and broadcast stations. 

Elective courses included fmancial management, public 
finance, monetary theory, and econometrics. Awarded 
the Stonier Fellowship by the American Bankers' 
Association and University Teaching Fellowship. Taught 
statistics, macroeconomics, and microeconomics. 

Dissertation: The Geometric Mean Strategy as a 
Theory of Multiperiod Portfolio Choice 

Active in extracurricular activities, president of the 
Barkley Forum (debate team), Emory Religious 
Association, and Delta Tau Delta chapter. Individual 
awards and team championships at national collegiate 
debate tournaments. 

Professional Associations 
Received Chartered Financial Analyst (CFA) designation in 1977; Vice President for Membership, 
Financial Management Association; President, Austin Chapter of Planning Executives Institute; 
Board of Directors, North Carolina Society of Financial Analysts; Candidate Curriculum Committee, 
Association for Investment Management and Research; Executive Committee of Southem Finance 
Association; Vice Chair, Staff Subcommittee on Economics and National Association of Regulatory 
Utility Commissioners (NARUC); Appointed to NARUC Technical Subcommittee on the National 
Energy Act. 
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Teaching in Executive Education Programs 

University-Sponsored Programs: Central Michigan University, Duke University, Louisiana State 
University, National Defense University, National University of Singapore, Texas A&M University, 
University of Kansas, University of North Ceirolina, University of Texas. 

Business and Government-Sponsored Programs: Advanced Seminar on Eamings Regulation, 
American Public Welfare Association, Association for Investment Management and Research, 
Congressional Fellows Program, Cost of Capital Workshop, Electricity Consumers Resource 
Council, Financial Analysts Association of Indonesia, Financial Analysts Review, Financial Analysts 
Seminar at Northwestern University, Governor's Executive Development Program of Texas, 
Louisiana Association of Business and Industry, National Association of Purchasing Management, 
National Association of Tire Dealers, Planning Executives Institute, School of Banking of the South, 
State of Wisconsin Investment Board, Stock Exchange of Thailand, Texas Association of State 
Sponsored Computer Centers, Texas Bankers' Association, Texas Bar Association, Texas Savings 
and Loan League, Texas Society of CPAs, Tokyo Association of Foreign Banks, Union Bank of 
Switzerland, U.S. Department of State, U.S. Navy, U.S. Veterans Administration, in addition to 
Texas state agencies and major corporations. 

Presented papers for Mills B. Lane Lecture Series at the University of Georgia and Heubner Lectures 
at the University of Pennsylvania. Taught graduate courses in finance and economics in evening 
program at St. Edward's University in Austin from January 1979 through 1998. 

Expert Witness Testimony 

Testified in over 200 cases before regulatory agencies addressing cost of capital, regulatory policy, 
rate design, and other economic and financial issues. 

Federal Agencies: Federal Communications Commission, Federal Energy Regulatory Commission, 
Surface Transportation Board, Interstate Commerce Commission, and the Canadian 
Radio-Television and Telecommunications Commission. 

State Regulatory Agencies: Alaska, Arizona, Arkansas, Califomia, Colorado, Connecticut, 
Delaware, Florida, Hawaii, Idaho, Illinois, Indiana, Kansas, Maryland, Michigan, Missouri, 
Nevada, New Mexico, North Carolina, Ohio, Oklahoma, Oregon, Pennsylvania, South Carolina, 
South Dakota, Texas, Utah, Virginia, Washington, West Virginia, and Wisconsin. 

Testified in 40 cases before federal and state courts, arbitration panels, and altemative dispute 
tribunals (75 depositions given) regarding damages, valuation, antitrust liability, fiduciary duties, and 
other economic and financial issues. 

Board Positions and Other Professional Activities 

Audit Committee and Outside Director, Georgia System Operations Corporation (electric system 
operator for member-owned electric cooperatives in Georgia); Chairman, Board of Print Depot, Inc. 
and FINCAP, Inc.; Co-chair, Synchronous Intercormection Committee, appointed by Public Utility 
Commission of Texas and approved by govemor; Operator of AAA Ranch, a certified organic 
producer of agricultural products; Appointed to Organic Livestock Advisory Committee by Texas 
Agricultural Commissioner Susan Combs; Appointed by Texas Railroad Commissioners to study 
group for The UP/SP Merger: An Assessment of the Impacts on the State of Texas; Appointed by 
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Hawaii Public Utilities Commission to team reviewing affiliate relationships of Hawaiian Electric 
Industries; Chairman, Energy Task Force, Greater Austin-San Antonio Corridor Council; Consultant 
to Public Utility Commission of Texas on cogeneration policy and other matters; Consultant to 
Public Service Commission of New Mexico on cogeneration policy; Evaluator of Energy Research 
Grant Proposals for Texas Higher Education Coordinating Board. 

Community Activit ies 

Board Member, Sustainable Food Center; Chair, Board of Deacons, Finance Committee, and Elder, 
Central Presbyterian Church of Austin; Founding Member, Orange-Chatham County (N.C.) Legal 
Aid Screening Committee. 

Military 

Captain, U.S. Naval Reserve (retired after 28 years service); Commanding Officer, Naval Special 
Warfare Engineering Support Unit; Officer-in-charge of SWIFT patrol boat in Vietnam; Enlisted 
service as weather analyst (advanced to second class petty officer). 

Bibliography 

IVIonographs 

Ethics and the Investment Professional (video, workbook, and instructor's guide) and Ethics 
Challenge Today (video). Association for Investment Management and Research (1995) 

"Definition of Industry Ethics and Development of a Code" and "Applying Ethics in the Real 
World," in Good Ethics: The Essential Element of a Firm's Success, Association for Investment 
Management and Research (1994) 

"On the Use of Security Analysts' Growth Projections in the DCF Model," with Bmce H. Fairchild 
in Earnings Regulation Under Inflation, J. R. Foster and S. R. Holmberg, eds. Institute for Study 
of Regulation (1982) 

An Examination of the Concept of Using Relative Customer Class Risk to Set Target Rates of Return 
in Electric Cost-of-Service Studies, with Bmce H. Fairchild, Electricity Consumers Resource 
Council (ELCON) (1981); portions reprinted in Public Utilities Fortnightly (Nov. 11, 1982) 

"Usefulness of Current Values to Investors and Creditors," Research Study on Current-Value 
Accounting Measurements and Utility, George M. Scott, ed., Touche Ross Foundation (1978) 

"The Geometric Mean Strategy and Common Stock Investment Management," with Henry A. 
Latan^ in Life Insurance Investment Policies, David Cummins, ed. (1977) 

Investment Companies: Analysis of Current Operations and Future Prospects, with J. Finley Lee 
and Glenn L. Wood, American College of Life Underwriters (1975) 

Articles 

"Should Analysts Own the Stocks they Cover?" The FinancialJournalist, (March 2002) 

"Liquidity, Exchange Listing, and Common Stock Performance," with John C. Groth and Kerry 
Cooper, Journal of Economics and Business (Spring 1985); reprinted by National Association of 
Security Dealers 
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1980); reprinted in The Energy Picture: Problems and Prospects, J. E. Pluta, ed., Bureau of 
Business Research (1980) 

"Use of IFPS at the Public Utility Commission of Texas," Proceedings of the IFPS Users Group 
Annual Meeting (1979) 

"Production Capacity Allocation: Conversion, CWIP, and One-Armed Economics," Proceedings of 
the NARUC Biennial Regulatory Information Conference (1978) 

"Some Thoughts on the Rate of Retum to Public Utility Companies," with Bmce H. Fairchild in 
Proceedings of the NARUC Biennial Regulatory Information Conference (1978) 

"A New Capital Budgeting Measure: The Integration of Time, Liquidity, and Uncertainty," with 
David Cordell in Proceedings of the Southwestern Finance Association (1977) 

"Usefulness of Current Values to Investors and Creditors," in Inflation Accounting/Indexing and 
Stock Behavior (1911) 

"Consumer Expectations and the Economy," Texas Business Review (Nov. 1976) 

"Portfolio Performance Evaluation and Long-mn Capital Growth," with Henry A. Latan6 in 
Proceedings of the Eastern Finance Association (1973) 

Book reviews in Journal of Finance and Financial Review. Abstracts for CFA Digest. Articles in 
Carolina Financial Times. 

Selected Papers and Presentations 

"The Who, What, When, How, and Why of Ethics", San Antonio Financial Analysts Society (Jan. 
16,2002). Similar presentation given to the Austin Society of Financial Analysts (Jan. 17,2002) 

"Ethics for Financial Analysts," Sponsored by Canadian Council of Financial Analysts: delivered in 
Calgary, Edmonton, Regina, and Winnipeg, June 1997. Similar presentafions given to Austin 
Society of Financial Analysts (Mar. 1994), San Antonio Society of Financial Analysts (Nov. 
1985), and St. Louis Society of Financial Analysts (Feb. 1986) 

"Cost of Capital for Multi-Divisional Corporations," Financial Management Association, New 
Orleans, Louisiana (OcL 1996) 

"Ethics and the Treasury Function," Govemment Treasurers Organization of Texas, Corpus Christi, 
Texas (Jun. 1996) 

"A Cooperative Future," Iowa Association of Electric Cooperatives, Des Moines (December 1995). 
Similar presentations given to National G & T Conference, Irving, Texas (June 1995), Kentucky 
Association of Electric Cooperatives Annual Meeting, Louisville (Nov. 1994), Virginia, 
Maryland, and Delaware Association of Electric Cooperatives Annual Meeting, Richmond (July 
1994), and Carolina Electric Cooperatives Annual Meeting, Raleigh (Mar. 1994) 

"Information Superhighway Warnings: Speed Bumps on Wall Street and Detours from the 
Economy," Texas Society of Certified Public Accountants Natural Gas, Telecommunications and 
Electric Industries Conference, Austin (Apr. 1995) 

"Economic/Wall Street Outlook," Caroiinas Council of the Institute of Management Accountants, 
Myrtle Beach, South Carolina (May 1994). Similar presentation given to Bell Operating Company 
Accounting Witness Conference, Santa Fe, New Mexico (Apr. 1993) 
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"Regulatory Developments in Telecommunications," Regional Holding Company Financial and 
Accounting Conference, San Antonio (Sep. 1993) 

"Estimating the Cost of Capital During the 1990s: Issues and Directions," The National Society of 
Rate of Retum Analysts, Washington, D.C. (May 1992) 

"Making Utility Regulation Work at the Public Utility Commission of Texas," Center for Legal and 
Regulatory Studies, University of Texas, Austin (June 1991) 

"Can Regulation Compete for the Hearts and Minds of Industrial Customers," Emerging Issues of 
Competifion in the Electric Ufility Industry Conference, Austin (May 1988) 

"The Role of Utiiities in Fostering New Energy Technologies," Emerging Energy Technologies in 
Texas Conference, Austin (Mar. 1988) 

"The Regulators' Perspective," Bellcore Economic Analysis Conference, San Antonio (Nov. 1987) 

"Public Utility Commissions and the Nuclear Plant Contractor," Constmction Lifigation 
Superconference, Laguna Beach, Califomia (Dec. 1986) 

"Development of Cogeneration Policies in Texas," University of Georgia Fifth Annual Public 
Ufilities Conference, Atlanta (Sep. 1985) 

"Wheeling for Power Sales," Energy Bureau Cogeneration Conference, Houston (Nov. 1985). 

"Asymmetric Discounfing of Information and Relative Liquidity: Some Empirical Evidence for 
Common Stocks" (with John Groth and Kerry Cooper), Southem Finance Association, New 
Orleans (Nov. 1982) 

"Used and Useful Planning Models," Planning Execufive Institute, 27th Corporate Planning 
Conference, Los Angeles (Nov. 1979) 

"Staff Input to Commission Rate of Retum Decisions," The National Society of Rate of Retum 
Analysts, New York (Oct. 1979) 

"Electric Rate Design in Texas," Southwestem Economics Association, Fort Worth (Mar. 1979) 

"Discounted Cash Life: A New Measure of the Time Dimension in Capital Budgeting," with David 
Cordell, Southem Finance Association, New Orleans (Nov. 1978) 

"The Relative Value of Stafisfics of Ex Post Common Stock Distribufions to Explain Variance," 
with Charles G. Martin, Southem Finance Association, Atlanta (Nov. 1977) 

"An ANOVA Representation of Common Stock Retums as a Framework for the Allocation of 
Portfolio Management Effort," with Charles G. Martin, Financial Management Associafion, 
Montreal (Oct. 1976) 

"A Growth-Optimal Portfolio Selection Model with Finite Horizon," with Henry A. Latan6, 
American Finance Associafion, San Francisco (Dec. 1974) 

"An Optimal Approach to the Finance Decision," with Henry A. Latane, Southem Finance 
Association, Atlanta (Nov. 1974) 

"A Pragmatic Approach to the Capital Stmcture Decision Based on Long-Run Growth," with Henry 
A. Latan6, Financial Management Association, San Diego (Oct. 1974) 

"Multi-period Wealth Distributions and Portfolio Theory," Southem Finance Associafion, Houston 
(Nov. 1973) 

"Grovrth Rates, Expected Retums, and Variance in Portfolio Selection and Performance 
Evaluation," with Henry A. Latane, Econometric Society, Oslo, Norway (Aug. 1973) 
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SAVINGS FROM REVENUE BONDS 

The calculation of the estimated savings from financing with tax-exempt special purpose 

revenue bonds ("revenue bonds") instead of financing with "equivalent" taxable debt' is shown 

on the last page of this exhibit. A total savings of about $47 million is estimated for MECO's 

customers over the "original" life of each of the revenue bonds that are currently outstanding. 

The savings calculation, which is required by Hawaii law"', is similar to the calculations in 

Docket Nos. 2006-0386 (HECO 2007 Test Year), 04-0113 (HECO 2005 Test Year), 05-0315 

(HELCO 2006 Test Year), and 97-0346 (MECO 1999 Test Year) in that it takes into account the 

economic differences between selling revenue bonds and equivalent taxable debt: interest costs, 

taxes, issuance costs (including any redemption costs), issuance discounts, revenue bond 

investment differentials, tmstee fees, and deferred taxes. 

Assumptions 

In doing the calculation, we try to capture the material factors which affect the estimated 

savings. The estimated savings are based on assumptions regarding interest rates at the time of 

issuance and in the future over the life of the issuance. For example, we must make informed 

assumptions of interest rates and issuance costs of taxable debt since we didn't actually issue the 

taxable bonds and therefore, don't know what their costs would have been with any certainty. 

We also make assumptions for factors that are dependent on future conditions which can't be 

known with certainty, now. For example, we don't know for sure that a series of revenue bonds 

will be outstanding for its entire life, but for calculating savings, we assume they will be. As 

' Taxable debl with similar characteristics such as maturity date and call provisions. 
^ The life of a bond, assuming the bond remains outstanding until ils origina! maiurity date. 
^ Hawaii Revised Statutes Seclion 39A-208(b) and enabling legislation such as Act 206, 1998 Session Laws of 
Hawaii (Section 3). 
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another example, there are deferred tax effects that offset some of the savings, but the cost of the 

deferred tax difference depends on the rate of retum on rale base in each year. We must make 

assumptions of the rate of retum over the life of each series of revenue bonds in order to estimate 

the cost of the deferred tax difference. 

Total Savings Versus Annual Savings 

Estimated savings change from year to year over the life of a bond issue, mostly because 

of the impact of deferred taxes. Therefore, we have chosen to show total savings over the life of 

the bonds instead of savings on an annual basis. 

Interest Costs 

Revenue bonds have a lower interest cost than taxable debt with similar characteristics. 

The interest eamed by buyers of revenue bonds is not taxable income for Federal or State of 

Hawaii income tax purposes (with some limited exceptions). This means that the revenue bonds 

can bear a lower interest rate than other forms of debt, and the owners of the bonds will still get 

the same after-tax retum. 

Column (D) of the savings calculation shows the revenue requirements of interest costs 

over the original lives of MECO's revenue bonds that are currently outstanding. It also shows 

the revenue requirements of estimated interest costs of equivalent taxable debt. 

Amortized Costs and Tmstee Fees 

Issuance Costs: Revenue bonds currently have lower issuance costs than equivaleni 

taxable debt, primarily because of the difference in underwriting fees and/or insurance costs. 

These fees are charged by underwriters for their work in carrying oul marketing efforts for a bond 

sale and for taking the risk (with some exceptions) that they will be unable to resell the bonds 

without incurring a loss. 
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Issuance Discounts: Some revenue bonds were sold at a discount to secure a lower 

annual interest rate and reduce the overall cost of the bonds. These discounts are included in the 

total cost of revenue bonds. For taxable debt, we used interesi rate eslimates from underwriters 

based on issuances at par (that is, no discount). According to Goldman Sachs (the lead 

underwriter that we used for the most recenl revenue bonds sold), taxable debt is commonly sold 

at par or with a small discount. 

"Ongoing" Tmstee Fees: Ongoing tmstee fees consist of recurring annual fees from a 

bond tmstee over the life of the bonds. Basically, bond tmstees serve to protect the collective 

interest of the bondholders. As part of ils duties, a bond tmstee receives interest, principal, and 

redemption paymenls (if any) from the Companies and disburses them to bondholders. Ongoing 

tmstee fees for revenue bonds are typically al about the same level as fees for equivalent taxable 

debt. 

Constmction Fund Tmstee Fees: For revenue bond financings (except refunding issues), 

there are fees from constmction fund tmstees for managing the investment of undrawn revenue 

bond proceeds in the constmction fund. These fees are generally expensed. 

Column (E) of the savings calculation shows the lotal revenue requirements of issuance 

costs, redemption costs, issuance discounts, investment differentials, and tmstee fees over the 

original lives of MECO's revenue bonds that are currently outstanding. It also shows the revenue 

requirements of estimated comparable cosls of equivalent taxable debt. 

Accumulated Deferred Taxes 

Accumulated deferred tax balances reduce the Company's rate base. When assets are 

financed with revenue bonds, accumulated deferred tax balances are generally not as large as they 

would be if the assets were financed with other forms of debt. This is because asseis financed 
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with revenue bonds must be depreciated more slowly for tax purposes than if they had been 

financed with taxable debt. Thus, when assets are financed with revenue bonds, the result is that 

our tax depreciaiion is closer to our book depreciation, deferred taxes are less, and the rate base is 

higher than would be the case if those assets were financed with olher types of debt. This 

increases revenue requiremenis somewhat, but for the revenue bonds MECO has issued, the 

deferred tax impact does not offset all of the savings from the inierest rate reduction. 

Column (F) of the savings calculation shows the revenue requirement effect of the 

average accumulated deferred tax balances of the assets estimated lo be financed with revenue 

bonds. It also shows the same calculation assuming the asseis were financed with equivaleni 

taxable debt. 

Conclusion 

Clearly, some of the interest cost savings from revenue bonds are offset by other 

economic factors. However, it has been to the benefit of the Company's cuslomers that revenue 

bonds finance part of the Company's constmclion program. 
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Maui Electric Company, Ltd. 

Estimaled Savings Due to Special Purpose Revenue Bond Flnandng 
($ in Thousands) 

(A) (B) (C) (D) = 

|(A)nBy{l-R)]'C 
(E) (F) (G) = 

(DWEMF) 

Outstanding Original 

Revenue Requirements Over Original Life of Security * 
Average 

Amonized Accumulated 

Series** 
Interest 

Rate 

Costs of Financing with TAXABLE DEBT: 
Series 1993 
Series I996A 
Series 1996B 
Series 1997A 
Refunding Series 1998A (1987) 
Refunding Series 1999B (1988) 
Refunding Series 1999D (1990A) 
Refunding Series 2000 {1990B&C) 
Refunding Series 2005A (1995A) 

7.30% 
8.40% 

7.75% 
7.76% 
6.75% 
7.40% 
7.80% 
7.75% 
5.25% 

Cosls of Financing with REVENUE BONDS: 

Series 1993 
Series I996A 
Series 1996B 
Series 1997 A 
Refunding Series 1998A (1987) 
Refunding Series I999B (1988) 
Refunding Series 1999D(I990A) 

Refunding Series 2000 (1990B&C) 
Refunding Series 2005A (1995A) 

5.45% 
6.20% 

5 7/8% 
5.65% 
4.95% 
5.75% 
6.15% 
5.70% 
4.80% 

as of 
12/31/05 

$ 30,000 
20.000 
35.000 
20,000 
7,720 
9,000 
1,000 

20,000 
2,000 

$ 144,720 

$ 30,000 
20,000 
35,000 
20,000 
7,720 
9,000 
1,000 

20,000 
2,000 

Life (in 
yeare) 

30 
30 
30 
30 
14 
19 
20 
20 
20 

30 
30 
30 
30 
14 
19 
20 
20 
20 

interest 

$ 72,107 
55,315 
89,310 
51,100 
8,007 

13,888 
1,712 

34,023 
2,305 

$ 327.766 

$ 53,833 
40.828 
67,703 
37,206 

5,872 
10,791 
1,350 

25,023 
2,107 

Costs and 
Trustee Fees 

$ 

$ 

S 

403 
293 
576 
240 
114 
262 

33 
592 
132 

2,645 

889 
1,121 
1,729 

759 
181 
376 
33 

647 
103 

Deferred 
Taxes 

$ (9.988) 
(6,658) 

(11.652) 
(7,016) 
(1.604) 

(154) 
(18) 

(359) 
(36) 

$ (37,485) 

$ (789) 
(526) 
(920) 
(554) 

(1.604) 
(154) 

(18) 
(359) 

(36) 

Total 

$ 62,523 
48,949 
78,234 
44,324 

6,517 
13,996 

1.727 
34.256 
2,401 

$ 292,927 

$ 53,933 
41,423 
68.511 
37.411 

4,449 

11,013 
1.365 

25,311 
2,174 

$ 144,720 $ 244.713 

Estimated pavings lo Cuslomers (over original life of revenue bonds) = {H)-(]) 

5,837 (4.959) $ 245,591 (I) 

$ 47^36 

* Revenue requirements = nontaxable expenses grossed up for revenue taxes (R), and taxable expenses grossed up for 
revenue taxes and income taxes. Referto WP-1721, p.l and p.4 for Amortized Costs/Trustee Fees and Average Accumulated 
Deferred Taxes calculations, respectively, for Series 1993, 1996A, and 1996B. Revenue Requirements information for other Series are 
contained in the "Estimated Savings From Special Purpose Revenue Bond Financing" document filed with the Commission for 
the respective Series. 

** See reports on savings on file with the Commission. 

Note: Totals may not add exactly due to rounding. 
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1 INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. My name is Peter C. Young, and my business address is 220 South King Street, 

4 Suite 1201, Honolulu, Hawaii, 96813. 

5 Q. What is your present position with the Company? 

6 A. I am the Director of the Pricing Division of the Energy Services Department at the 

7 Hawaiian Electric Company, Inc. My experience and educational background are 

8 listed in MECO-300. 

9 Q. Have you testified before the Commission in prior Company proceedings? 

10 A. Yes. I have appeared as the Company's witness on test-year revenues, rate 

11 design, and cost-of-service studies in prior rate proceedings listed in MECO-300. 

12 Q. What is your area responsibility in this proceeding? 

13 A. My testimony will discuss the Maui Electric Company, Ltd. (MECO) cost-of-

14 service studies, proposed rates, and proposed changes to the Company's mles. I 

15 also sponsor the testimony in MECO T-3. 

16 

17 COST-OF-SERVICE STUDIES 

18 Q. What is a cost-of-service study? 

19 A. A cost-of-service study is a tool used to determine the cost responsibility of the 

20 different rate classes served by MECO for ratemaking purposes. Two types of 

21 cost studies were prepared for this proceeding, one based on embedded or 

22 accounting costs, and the other is based on marginal costs. Although both studies 

23 reflect the costs of providing service, the procedure and emphasis of each of these 

24 two studies are different. 

25 Q. What is the difference between an Embedded Cost-of-Service Study and a 
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1 Marginal Cost Study? 

2 A. An Embedded Cost-of-Service Study, or simply referred to as cost-of-service 

3 study, is a process used to categorize and allocate the total utility costs of 

4 providing service (the utility's total revenue requirements) to the various rate 

5 classes in order to determine each class's costs responsibility. In contrast, a 

6 Marginal Cost Study determines the change in the utility's costs of providing 

7 service due to a unit change in kilowatts (kW), kilowatthours (kWh), or number of 

8 customers served by the utility. 

9 

10 RESULTS OF THE EMBEDDED COST-OF-SERVICE STUDY 

11 Q. What costs are included in the cost-of-service study? 

12 A. The cost-of-service study is based on the embedded or accounting costs, and 

13 includes all the costs incurred in providing electric service to customers. It 

14 includes the test-year estimates of operation and maintenance expenses, 

15 depreciation expenses, taxes, plant costs, and retum on capital. 

16 Q. How are the results of the cost-of-service study presented? 

17 A. The summary exhibits separately compare the results at present rates, which are 

18 the base rates approved in MECO's 1999 test year case, with the results at 

19 proposed rates. 

20 Q. What are the results of the cost-of-service study? 

21 A. The results of the cost-of-service study are surmnarized in the following exhibits: 

22 1) MECO-1801 compares each MECO division's revenues at present rates, at 

23 "full cost" rates (where each division cams the proposed system average 

24 rate of retum), and at proposed rates; 

25 2) MECO-1802 compares each division's class revenues and rates of retum at 
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1 present rates and at proposed rates; 

2 3) MECO-I803 provides the determination of the classes' rates of retum on 

3 rate base at present rates; 

4 4) MECO-1804 provides the determination of the classes' rates of retiun on 

5 rate base at proposed rates; 

6 5) MECO-1805 show summaries of the allocation of rate increase by rate 

7 class required for each class to eam the system average rate of retum; 

8 6) MECO-1806 show summaries of the classes' revenue requirements and 

9 class rates of retum at present, proposed, and equal rates of retum; 

10 7) MECO-1807 shows summaries of the classes' demand, energy, and 

11 customer costs at proposed rates; 

12 8) MECO-1808 shows simimaries of the classes' unit demand, energy, and 

13 customer costs at proposed rates; 

14 9) MECO-1809 shows summaries of the classes' demand, energy, and 

15 customer costs at equal rates of retum; and 

16 10)MECO-1810 shows summaries of the classes' unit demand, energy, and 

17 customer costs at equal rates of retum. 

18 Q. Please discuss the divisions' revenues and rates of retum presented in 

19 MECO-1801. 

20 A. The proposed revenue increase allocation is the same percentage increase at each 

21 MECO division, as shown in MECO-1801. However, in order for each division to 

22 eam the same average retum on rate base, Maui Division would require only a 

23 4.7% increase in electric revenues, while Lanai Division and Molokai Division 

24 would require increases in electric revenues of 19.4% and 9.7%, respectively. 

25 Q. Please discuss the classes' revenues and rates of retum presented in MECO-1802. 
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1 A. At Maui Division, the results of operation for test-year 2007 show a system rate of 

2 retum on rate base of 6.52% at present rates and 9.29% at proposed rates, as 

3 shown in MECO-1802. Schedule J has the highest rate of retum at present rates 

4 (11.80%) and proposed rates (15.26%), while both of the other primary 

5 commercial rate schedules, Schedules G and P, eam above the Maui Division 

6 system average retum. Schedule R on the other hand earns below the division 

7 average rate of retum both at present and at proposed rates. At Lanai Division, 

8 the results of operation for test-year 2007 show a system rate of retum on rate base 

9 of 0.75% at present rates and 3.01% at proposed rates, as shown in MECO-1802. 

10 Schedule J has the highest rate of retum at present rates (6.32%) and Schedule P 

11 has the highest rate of return at proposed rates (9.08%). Schedule R cams a 

12 negative retum at both present and proposed rates. Lanai Schedule R would need 

13 a 76% revenue increase in order to eam the system average rate of retum, as 

14 shown in MECO-1805. The shortfall in the Lanai Division rate of retum is 

15 recovered in Maui Division revenues. At Molokai Division, the results of 

16 operation for test-year 2007 show a system rate of retum on rate base of 4.30% at 

17 present rates and 6.86% at proposed rates, as shown in MECO-1802. Schedule F 

18 has the highest rate of retum at present rates (20.73%) and at proposed rates 

19 (22.80%). Schedule R earns a negative retum at present rates (-2.13%) and is 

20 barely positive in retum at proposed rates (0.24%). Schedule P (1.12%) and 

21 Schedule H (2.44%) rates of retum at proposed rates are also rather low. Molokai 

22 Schedule R would need a 26% revenue increase in order to eam the system 

23 average rate of retum, as shown in MECO-1805. The shortfall in the Molokai 

24 Division rate of retum is also recovered in Maui Division revenues. 

25 Q. Please describe how the proposed allocation of the revenue increase among the 
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1 divisions and rate classes was determined, 

2 A. The proposed allocation of the revenue increase among the MECO divisions and 

3 rate classes is based on assigning an across the board increase of 5.27% to all the 

4 rate classes in each of the divisions. The assignment of the same percent rate 

5 increase to all the rate classes is discussed in MECO T-1. 

6 

7 EMBEDDED COST-OF-SERVICE STUDY METHODOLOGY 

8 Q. How is the embedded cost-of-service study developed? 

9 A. The cost-of-service study involves three major steps in determining the classes' 

10 cost responsibility, namely: 

11 1) Functionalization of costs and rate base items into the major operating 

12 functions of production, transmission, and distribution. 

13 2) Classification of the functionalized costs into the three cost components of 

14 energy-related costs, demand-related costs, and customer-related costs. 

15 3) Allocation of the costs components to the different rate classes. 

16 Each of these three steps involves detailed analysis to develop the appropriate 

17 bases and factors for classifying and allocating costs. 

18 

19 FUNCTIONALIZATION OF COSTS 

20 Q. Can you briefly explain the process of functionalizing costs? 

21 A. The fiinctionalization process categorizes the different costs and rate base items 

22 into the major operating functions of (a) production, (b) transmission, and 

23 (c) distribution. This process enables the identification of the utility facilities 

24 and/or services that are provided to serve particular rate classes and thereby 

25 facihtate the assignment of costs. 
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1 Q. What costs are included in each operating function? 

2 A. The costs included in each operating function are: 

3 1) Production function costs include all costs associated with generating power 

4 including fuel costs and purchase power expense. 

5 2) Transmission function costs include all costs associated with transferring power 

6 from power plants to substations or between switching stations at transmission 

7 vohage levels. 

8 3) Distribution function costs include all costs associated with delivering power 

9 from the transmission voltage levels through the distribution system to the 

10 customer, and connecting the customers to the system. The distribution 

11 function is further categorized into the sub-functions of (a) substation, 

12 (b) primary lines, (c) secondary lines, (d) transformers, (e) service drops, 

13 (0 meters, (g) customer accoimting, and (h) customer services. The sub-

14 functionalization facilitates the allocation of the costs of these facilities and 

15 services to the different rate classes. 

16 Q. How are the costs broken down into these functions and sub-functions? 

17 A. MECO records costs using the NARUC Uniform System of Accounts which 

18 directly assigns some cost items to these functional categories. The costs 

19 associated with plant-in-service and most of the operation and maintenance 

20 expenses can be readily functionalized by account number analysis. Some costs, 

21 such as those related to general plant, administrative and general expenses, taxes, 

22 and retum on capital, are not recorded by functional accounts and are not directly 

23 assigned to the major functions. These general type costs are categorized into the 

24 three major functions by analysis of their characteristics or by using an 

25 appropriate functionalization base. 
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1 

2 CLASSIFICATION OF COSTS 

3 Q. Please describe the second step of the study, the classification of costs. 

4 A. In the classification process, each of the functionalized costs and rate base items 

5 are then classified into each of the three costs components: (a) energy-related, 

6 (b) demand-related, and (c) customer-related. This process further categorizes the 

7 costs based on what causes them to be incurred to facilitate their allocation to the 

8 various rate classes based on measurable service characteristics, such as 

9 kilowatthour consumption, kilowatt demand, and number or type of customers 

10 connected to the system. 

11 Q. What costs are included in each of the three costs components? 

12 A. The costs included in each of the three costs components are: 

13 1) Energy-related costs include those costs that are incurred to produce the 

14 kilowatthour energy (kWh) used by the customers such as fuel and purchase 

15 power costs. These costs vary with the volume of kWh generated by the 

16 system. 

17 2) Demand-related costs include those costs that are incurred to serve the 

18 customers' kilowatt demand (kW) on the utility system. The capacity size of 

19 the plant facilities is determined by the customers' kW demand on the system. 

20 3) Customer-related costs include those costs that are incurred in order to coimect 

21 the customers to the system, bill them, and maintain their service accounts, 

22 regardless of their energy consumption (kWh) or demand (kW) on the system. 

23 These costs are related to the number and type of customers, and consist of 

24 plant-related and service-related customer costs. The plant-related customer 

25 costs are the customer cost component of the distribution lines and distribution 
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1 transformers costs, and the costs of service drops and meters. The service-

2 related customer costs are the costs of meter reading, customer billing and 

3 accounting, and customer service related expenses. 

4 Q. How are those costs that are not directly related to kWh, kW, and/or number and 

5 type of customers, categorized to the three cost components? 

6 A. Some costs such as taxes, are related to revenues or payroll rather than to kWh, 

7 kW, or number of customers. Revenue-related costs are directly allocated to the 

8 various rate classes based on the revenues generated from each rate class, or on 

9 the basis of the allocated O&M labor expense. 

10 Q. Please describe how each functionalized cost is classified into the three costs 

11 components? 

12 A. The classification of each functionalized cost is based on the NARUC Electric 

13 Utility Cost Allocation Manual dated January 1992. Following the NARUC cost 

14 classification rationale, the production function costs are classified to demand and 

15 energy components. The energy components primarily include the fuel-related 

16 expense and the energy component of the purchased power expense. 

17 The transmission function costs are classified to demand components since 

18 the transmission systems are generally sized to meet the maximum kW loads on 

19 the system. 

20 The distribution function costs are classified to demand and customer 

21 components. Some distribution facilities or equipment, such as the service drops 

22 and meters, are required to connect and serve the customers regardless of their kW 

23 demand, and are therefore appropriately classified to customer components. 

24 Distribution substations are normally classified as demand-related, because these 

25 facilities are normally built to serve particular load size and are not affected by the 
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1 niunber of customers to be served. The distribution lines and transformers are 

2 assigned to demand and customer components, since the size and costs of these 

3 facilities are dependent not only on the customers' load, but also on the type and 

4 location of the customers. 

5 Q. How is the customer component of the distribution lines and transformers 

6 determined? 

7 A. The customer component of the distribution lines and transformers is that portion 

8 of costs which varies with the number and location of customers. Following the 

9 NARUC cost allocation manual, MECO has used the Minimum Size Method to 

10 allocate these costs to customer-related and demand-related components. 

11 Q. Please briefly describe the Minimum Size Method. 

12 A. The Minimum Size Method assumes that a minimum size distribution system can 

13 be built to serve the customers' minimmn service requirements. The cost of the 

14 minimum size facility, such as the minimum size pole, conductors, and 

15 transformers installed by the utility is classified as the customer-related 

16 component of these facilities. The demand-related component is the difference 

17 between the total costs of these facilities and the customer-related component. 

18 

19 ALLOCATION OF COSTS 

20 Q. How is each of the three costs components allocated to the different rate classes? 

21 A. After each cost function has been assigned to the three costs components, each 

22 cost component is then allocated to the different rate classes based on the 

23 causative service variable. For instance, the energy-related cost component varies 

24 with the kWh generated by the utility, and is therefore allocated to the different 

25 rate classes based on the classes' kWh consumption. The demand-related cost 
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1 component varies with kW load, and is allocated to the different rate classes based 

2 on the classes kW demand. The customer-related cost component is determined 

3 by the number and/or type of customers, and is therefore allocated to the different 

4 rate classes based on the number of customers in each rate class, weighted to 

5 reflect the differences in various customer-related services and/or activities. The 

6 weighting factors reflect differences in service phase, service voltage, metering 

7 requirements, and complexity of meter reading, billing, and accoundng services. 

8 A summary of the allocation factors for the three costs components at each 

9 MECO division is provided in MECO-1811. 

10 Q. Please explain how the energy allocation factors used to allocate the energy-

11 related costs, were derived? 

12 A. The energy allocation factors are based on the test-year kWh sales forecasts for 

13 each rate class, and adjusted for line losses. These line losses are added to the 

14 kWh sales since MECO's fuel and purchased energy costs are related to the 

15 energy input to the system. The determination of the classes' kWh usage 

16 including line losses, used in the determination of the energy allocation factors, is 

17 provided in MECO-1812. 

18 Q. How were the demand allocation factors, used to allocate the demand-related 

19 costs, derived? 

20 A. The demand-related cost component is related to the kW demand served by the 

21 system, and is therefore allocated on the basis of the customers' kW load. Unlike 

22 the allocation of the energy-related and customer-related costs, there are different 

23 methods of allocating demand costs. The three main demand cost allocation 

24 methods are the: (a) Average-Excess Demand Method (AED Method), (b) Peak 

25 Responsibility Method (PR Method), and (c) Non-Coincident Demand Method 
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1 (NCD Method). All other methods are simply variations or combinadons of these 

2 three major demand cost allocation methods. 

3 Q. What are the differences between these three methods? 

4 A. Each demand cost allocation method is based on different premises as to the 

5 primary determinant of the demand-related cost which determines how customer 

6 classes contribute to the utility's demand costs. 

7 The AED Method assumes that the utility system capacity requirement is 

8 deiermined not only by the maximum kW demand but also by other factors such 

9 as the system load factor and demand diversity factor. It considers both the kW 

10 load and the kWh energy consumption in allocating the demand costs. This 

11 method allocates the demand costs on the basis of each class's average demand 

12 (kWh Consumption -̂  No. of Hours) weighted by the system load factor, and the 

13 class's excess demand (Class Peak Demand - Average Demand) weighted by 1 

14 minus the system load factor. 

15 The PR Method assumes that the utility system capacity requirement is 

16 determined by the system peak load. This method allocates the demand cost on 

17 the basis of each class' contribution to the system peak. 

18 The NCD Method assumes that each customer class, if served 

19 independently, will require facilities that would meet the class' maximum 

20 demand. It therefore allocates the demand costs based on the classes' maximum 

21 demands or class non-coincident peaks during the year regardless of when they 

22 occur. 

23 Q. What demand costs allocation method did MECO use in its cost-of-service study 

24 for this proceeding? 

25 A. As in Docket No. 97-0420, test year 1999, MECO used the AED method to 



MECO T-18 
DOCKET NO. 2006-0387 
PAGE 12 OF 111 

1 allocate the production and transmission demand costs, and the NCD method to 

2 allocate the distribution demand costs. These methods have used in the 

3 company's prior rate cases (including HELCO's and HBCO's), and have been 

4 found reasonable and approved by the Commission. 

5 Q. Why did MECO use the AED Method to allocate the production and transmission 

6 demand costs? 

7 A. The AED Method considers several factors in allocating demand costs and results 

8 in relatively more stable results, unlike the other two major demand costs 

9 allocation methods which consider only one demand parameter in allocating 

10 demand costs. The AED Method considers the classes' demand requirements, 

11 energy consumption, and system load factor in allocating the demand costs. 

12 Given MECO's system load profile with low seasonality and broad peak periods, 

13 the AED Method has proven to be reasonable for MECO. 

14 Q. Why did MECO use the NCD Method to allocate the distribution demand costs? 

15 A. MECO used the NCD Method to allocate the distribution demand costs because 

16 the distribution facilities are sized to serve the maximum diversified demand at 

17 these service levels regardless of the system peak load. 

18 Q. What load data did you use to develop the allocation factors used in the cost-of-

19 service study. 

20 A. The allocation factors used in the cost-of-service study are based on the results of 

21 MECO's 2005 Class Load Study. The Study is based on a total sample of 

22 customers across all rate classes, except Schedule F. The Study collected 15-

23 minute load data from the selected sample for the entire calendar year 2005. 

24 

25 
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1 MARGINAL COST STUDY 

2 Q. Have you prepared a Marginal Cost Study? 

3 A. We have estimated marginal energy costs for Maui Division, and the results are 

4 presented in MECO-1813. The marginal energy costs are based on the estimated 

5 hourly miming costs for the five-year period from 2007 to 2011, from the 

6 production simulation model. The model simulates the system generation with 

7 expected loads and expected resources including power purchases from 

8 independent producers, and expected plant maintenance and fuel prices. The 

9 hourly miming costs are then aggregated by time-of-use rating periods, converted 

10 to 2007 dollars, and then adjusted to include variable o&m, A&G loadings, 

11 revenue requirements for the incremental fuel stock and working cash, marginal 

12 energy line losses. 

13 

14 RATE DESIGN AND PROPOSED RATES 

15 Q. What is rate design? 

16 A. Rate design is the conversion or translation of the Company's proposed revenue 

17 requirements for each rate class into pricing stmcture to collect MECO's required 

18 revenues to cover its total costs of providing service. 

19 Q. What factors does the Company consider in designing the proposed rates? 

20 A. MECO typically considers the following factors in developing the proposed rates: 

21 1. production of the Company's test-year revenue requirements; 

22 2. classes' cost of service; 

23 3. revenue stability; 

24 4. rate stability and rate continuity; 

25 5. impact on customers; 
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1 6. customers choice; 

2 7. provide fair and equitable rates; 

3 8. simplicity, ease of understanding, and ease of implementation; and 

4 9, encourage customer load management. 

5 In general, changes to MECO's rates are aimed at aligning the rate elements 

6 closer to the cost components, minimizing intra-class subsidy, and moving closer 

7 to more efficient pricing that provides more accurate price signals. 

8 Q. How did MECO develop the rate design proposed in this case? 

9 A. MECO proposes an inclining rate block stmcture in Schedule R, similar in 

10 stmcture as HELCO's proposal in Docket No. 05-0315 and HECO's proposal in 

11 Docket No. 2006-0386. Proposed demand charges for the commercial rate classes 

12 are designed to recover a higher percentage of demand costs than in previous rate 

13 cases. The billing demand calculation in Schedule J is proposed to be modified to 

14 the same calculation as exists for Schedule P. The proposed adjustments for 

15 supply voltage delivery for Schedule G, Schedule J, Schedule F, and Schedule U 

16 are based on a test year 2007 analysis performed by the Transmission Plaiming 

17 division. Finally, energy charges are adjusted to achieve the proposed revenue by 

18 rate class. In the case of Schedule J, Schedule P, and Schedule F, each energy 

19 charge tier is proposed to be adjusted by approximately the same amount in cents 

20 perkWh. 

21 

22 MAUI DIVISION RATE DESIGN PROPOSAL 

23 Q. What are the proposed changes to Maui Division existing rates? 

24 A. The proposed rate design changes to each Maui Division rate schedule are 

25 summarized below: 
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1 Schedule R - Residential Service 

2 Q. What is Schedule R? 

3 A. Schedule R is for residential electric service applicable to individually metered 

4 residential dwelling units. 

5 Q. What are the proposed changes to Schedule R? 

6 A. The following are the proposed changes to Schedule R: 

7 1) increase the Base Fuel Energy Charge from 4.5937 ji/kWh to 17.9992 

8 (!i/kWh; and 

9 2) change the Non-Fuel Energy Charge from 8.8294 ^/kWh to three tiers, 

10 10.3229 0/kWh for the first 350 kWh, 11.1375 0/kWh for the next 850 

11 kWh, and 11.6756 ji/kWh for all kWh over 1,200 kWh per billing 

12 period. 

13 The proposed changes to Schedule R are designed to produce the proposed 

14 allocated class revenue requirements of $128,342,800 as shown in MECO-1816. 

15 Q. How is the proposed Base Fuel Energy Charge determined? 

16 A. The proposed Base Fuel Charge of 17.9992 ^/kWh is based on the test-year 

17 composite fuel price for base generation, base purchase power, and base cost of 

18 fuel for MECO's distributed generation units. See the calculation of the Base Fuel 

19 Energy Charge in MECO-1814. 

20 Q. What are the merits of the proposed inclining block rate design for Non-Fuel 

21 Energy Charges? 

22 A. The merits on an inclining block rate design include mitigation of rate impact on 

23 the smallest users of the system, pricing signals that encourage conservation, and 

24 assignment of a greater share of the cost increase to the larger users. HELCO has 

25 made a similar proposal for Schedule R in Docket No. 05-0315, its 2006 test year 
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1 rate case, and HECO also has such a proposal in Docket No. 2006-0386, its 2007 

2 test year rate case. 

3 Q. Does the inclining block rate design address the challenges facing low income 

4 residential ratepayers? 

5 A. The inclining block rate design does benefit most residential ratepayers, including 

6 low income residential ratepayers, by offering a lower electricity price for the 

7 initial kWh of usage. However, the Company recognizes that the rate design 

8 alone does not fully address the challenges facing low income residents whose 

9 usage extends beyond the boundary of the first tier. The Company plans to 

10 develop a program to address the issues of low income residential ratepayers, and 

11 plans to introduce its proposal subsequently in this case. 

12 Q. What are the features of the inclining block rate proposal for the proposed Non-

13 Fuel Energy Charges? 

14 A. The features are three tiers, one for the first 350 kWh used in the billing period, 

15 one for the next 850 kWh used in the billing period, or kWh usage between 350 

16 kWh and 1,200 kWh, and a third tier for kWh usage above 1,200 kWh per billing 

17 period. Each tier has a different non-fuel energy charge per kWh, with the first 

18 350 kWh having the lowest proposed non-fuel energy charge and kWh usage over 

19 1,200 kWh having the highest proposed non-fuel energy charge. 

20 Q. How were the sizes of the kWh tiers determined? 

21 A. The first tier, up to 350 kWh, was set to provide the lowest energy rate for a base 

22 kWh usage level. The second tier, from 350 kWh to 1,200 kWh, was to set to 

23 capture the majority of the kWh. As shown in MECO-1815, about 26% of 

24 customer bills fall into the lowest tier, 62% of customer bills fall into the middle 

25 tier, and 12% of the customer bills fall into the highest tier. However, 
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1 approximately 89%o of all kWh will be billed at either the first or second tier rate. 

2 The tiers are designed so that most of the usage is covered by the first two tiers 

3 and only the very highest residential customer usage will incur the third tier 

4 energy charges. 

5 Q. How were the Non-Fuel Energy Charges for the kWh tiers determined? 

6 A. The guidelines used to determine the non-fuel energy charges for the kWh tiers 

7 were to collect the demand and customer costs that are not recovered by the 

8 customer and minimum charges, to target approximately a 2% to 3% bill increase 

9 for customers whose billing quantities fell into the first tier only, and to target no 

10 more than approximately the class average increase, 5.3%, for customers whose 

11 billing quantities fell into the first and second tiers. Note that the proposed rate 

12 increase for billing quantities up to 350 kWh ranges up to 3.2%, the proposed rate 

13 increase for billing quantities between 350 kWh and 1,200 kWh ranges between 

14 3.2% and 5.5%, and the proposed rate increase for billing quantifies above 1,200 

15 kWh ranges between 5.5% and 8.3% compared to present rates. 

16 Q. What is the impact of the proposed changes to Schedule R on the residential 

17 customers? 

18 A. MECO-1819 compares the residential electric bills under the present rates and 

19 proposed rates for various consumption levels. 

20 

21 Schedule E - Electric Service for Emplovees 

22 Q. What is Schedule E? 

23 A. Schedule E is for electric residential service for Company employees and retirees, 

24 and members of the Company's Board of Directors. 

25 Q. Are there any changes to Schedule E? 



MECO T-18 
DOCKET NO. 2006-0387 
PAGE 18 OF 111 

1 A. No. There are no proposed changes to Schedule E. 

2 

3 Schedule G - General Service Non-Demand 

4 Q. What is Schedule G? 

5 A. Schedule G is for general power service applicable to small commercial customers 

6 with loads not exceeding 5,000 kWh per month or loads less than or equal to 

7 25 kW. 

8 Q. What are the proposed changes to Schedule G? 

9 A. The following are the proposed changes to Schedule G: 

10 1) increase the Customer Charge from $21.00 to $25.00 per month for 

11 Single-Phase service, and from $36.00 to $40.00 per month for Three-

12 Phase service; 

13 2) increase the Energy Charge from 14.5656 ^/kWh to 29.8037 0/kWh; 

14 3) increase the Minimum Charge from $26.00 to $30.00 per month for 

15 Single-Phase service, and from $41.00 to $45.00 per month forThree-

16 Phase service; and 

17 4) change the Primary Supply Voltage Service from 2.0% to 1.1% for 

18 dislribufion primary (DP) customers, and from 1.0% to 0.5% for 

19 distribution secondary (DS) customers. 

20 The proposed changes to Schedule G are designed to produce the proposed 

21 allocated class revenue requirements of $31,384,400 as shown in MECO-1816. 

22 Q. How did you determine the proposed customer charge for Single-Phase and 

23 Three-Phase Service? 

24 A. The proposed customer charges are designed to recover about three-quarters of the 

25 Schedule G customer cost of service, which is slightly below the levels from the 
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1 final rate design in MECO's test year 1999 rate case. 

2 Q. How are the proposed minimum charges for Single-Phase and Three-Phase 

3 service determined? 

4 A. The proposed minimum charges maintain the $5.00 difference between customer 

5 charges and minimiun charges that are contained in existing rates. 

6 Q. How is the proposed Energy Charge of 29.8037 0/kWh determined? 

7 A. The proposed Energy Charge of 29.8037 0/kWh recovers the remainder of the 

8 class' allocated revenue requirements at proposed rates that are not recovered 

9 from the proposed customer charges and minimum charges. This includes all of 

10 the class' energy costs and the remainder of the class' allocated fixed costs. 

11 Q. How are the proposed changes to the Primary Supply Voltage adjustments 

12 determined? 

13 A. The proposed changes to the Primary Supply Voltage adjustments are based on 

14 the system loss analysis prepared by MECO's Transmission Planning Division in 

15 this rate case. 

16 Q. What is the impact of the proposed changes to Schedule G customers? 

17 A. MECO-1819 compares the commercial electric bills under the present rates and 

18 proposed rates for various consumption levels. 

19 

20 Schedule J - General Service Demand 

21 Q. What is Schedule J? 

22 A. Schedule J is for general power service applicable to commercial customers with 

23 loads greater than 5,000 kWh per month or greater than 25 kW. The current 

24 Schedule J allows commercial customers to change service from Schedule J to any 

25 of the applicable large power service (Schedule P). The proposed modification to 
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1 Schedule J's Availability Clause is to clarify the load limits for the medium-sized 

2 commercial customers that qualify for service under Schedule J. 

3 Q. What are the proposed changes to Schedule J? 

4 A. The following are the proposed changes to Schedule J: 

5 1) increase the Customer Charge from $35.00 to $50.00 per month for 

6 Single-Phase service, and from $50.00 to $65.00 per month for Three-

7 Phase service; 

8 2) increase the Demand Charge from $5.75 to $12.00 per kW; 

9 3) increase the Energy Charge for the three load factor blocks from 

10 12.4165 )!i/kWh, 11.4024 0/kWh, and 8.4403 )zJ/kWh to 25.5003 0/kWh, 

11 24.4862 0/kWh, and 21.5241 ^/kWh, respectively; 

12 4) change the Availability Clause to clarify the current load thresholds and 

13 to add a maximum qualifying load less than 200 kW to new customers, 

14 and add a clause that would allow customers with loads equal or greater 

15 than 200 kW currently receiving service under Schedule J to remain 

16 imder Schedule J; 

17 5) change the demand ratchet in determining the billing demand under the 

18 Determination of Demand provision from the current 75% ratchet to the 

19 average demand ratchet; and 

20 6) change the supply voltage adjustments in the Primary Supply Voltage 

21 Service provision from 2.0% to 1,1% for distribution primary supply 

22 voltage (DP adj.), and from 1.0% to 0.5% for distribution secondary 

23 supply voltage (DS adj.). 

24 The proposed changes to Schedule J rates are designed to produce the 

25 proposed allocated class' revenue requirements of $78,984,600 as shown in 



MECO T-18 
DOCKET NO. 2006-0387 
PAGE 21 OF 111 

1 MECO-1816. 

2 Q. How are the proposed customer charges of $50.00 and $65.00 per month for 

3 Single-Phase and Three-Phase service, respectively, determined? 

4 A. The proposed customer charges recover just over one-half of the customer cost 

5 shown in the cost of service study, which is slightly less than the percentage 

6 recovery in current rates. 

7 Q. How is the proposed demand charge of $12.00 per kW determined? 

8 A. The proposed demand charge of $12.00 per kW is based on about 37% of the 

9 class's full unit demand cost. In the existing rates, the Schedule J demand charge 

10 recovers about 22% of the demand cost. MECO proposes to increase the amount 

11 of demand costs recovered by demand charges, which is also a movement towards 

12 aligning rates with the cost of service. 

13 Q. How are the proposed energy charges determined? 

14 A. The proposed energy charges the three load factor blocks are designed to recover 

15 all of the class's allocated energy costs as well as the remaining customer-related 

16 and demand-related costs that are not recovered in the proposed customer and 

1*7 demand charges. The proposed energy charges are approximately the same rate 

18 increase in cents per kWh in each energy charge block. 

19 Q. Why is the Company proposing a maximum qualifying load of less than 200 kW 

20 for Schedule J? 

21 A. MECO's proposal to define a maximum qualifying load imder Schedule J is based 

22 on the following reasons: 

23 1) to better define and clarify the load size that qualifies under Schedule J 

24 for ease of understanding and application; 

25 2) to make a clearer distinction between the medium-sized customers 
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1 served under Schedule J, and the large power customers served under 

2 the Schedule P; 

3 3) to apply Schedule J to a more homogenous group of medium-size 

4 commercial and industrial customers with similar load levels and 

5 characteristics, essential for designing more efficient pricing and 

6 costing, and facilitate aligning rates closer to cost of service; and 

7 4) to support rate and revenue stability and continuity. 

8 Q. Will customers currently served under Schedule J with loads equal to or greater 

9 than 200 kW be allowed to stay on Schedule J? 

10 A. Yes. These customers will be grandfathered and can remain to be served under 

11 Schedule J, if they chose. The new proposed maximum qualifying load under 

12 Schedule J will apply to new customers. 

13 Q. Why is MECO proposing to change Schedule J's demand ratchet? 

14 A. MECO is proposing to change Schedule J's demand ratchet for determining the 

15 billing kW from the current 75% ratchet to average demand ratchet for simplicity 

16 and ease of understanding. The proposed average demand ratchet is the same as 

17 the current demand ratchet in Schedule P, making the demand ratchet provisions 

18 for all the demand rate schedules the same and consistent. The average demand 

19 ratchet compares the customer's maximum demand for the current billing period 

20 with the average of his current maximum demand and his maximum demand for 

21 the last 11 months, as well as with Schedule J's minimum biUing demand of 25 

22 kW - in determining the customer's billing kW demand. The customer's demand 

23 charge is based on the highest of these three demand values. 

24 Q. How did you determine the proposed changes to the supply voltage adjustments? 

25 A. The determination of the proposed changes to the supply voltage adjustments for 
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1 distribution primary supply voltage and distribution secondary supply voltage is 

2 based on the system loss analysis prepared by MECO's Transmission Plaiming 

3 Division in this rate case. 

4 Q. What is the impact of the proposed changes to Schedule J customers? 

5 A. MECO-1819 compares the commercial electric bills under the present rates and 

6 proposed rates for various consumpfion levels. 

7 

8 Schedule H - Commercial Cooking. Heating. Air Condifioning. and Refrigeration 

9 Service 

10 Q. What is Schedule H? 

11 A. Schedule H is an end-use rate that applies to specific commercial electric loads 

12 including commercial cooking, heating, air conditioning, and refrigeration loads 

13 that are less than 600 volts. 

14 Q. What are the proposed changes to Schedule H? 

15 A. The following are the proposed changes to Schedule H: 

16 1) increase the Customer Charge from $27.00 to $40.00 per month for 

17 Single-Phase service, and from $43.00 to $55.00 per month for Three-

18 Phase service; 

19 2) increase the Demand Charge from $4.50 per kWb to $7.00 per kWb; 

20 3) increase the Energy Charge from 11.9675 0/kWh to 26.3728 ^/kWh; and 

21 4) close the rate schedule to new customers. 

22 The proposed changes to Schedule H are designed to produce the class's 

23 total allocated revenue requirements of $6,221,100 as shown in MECO-1816. 

24 Q. How are the proposed customer charge of $40.00 per month for Single-Phase 

25 service and $55.00 per month for Three-Phase service determined? 
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1 A. The proposed customer charges recover about one-quarter of the customer cost 

2 shown in the cost of service study, which is less than the percentage recovery in 

3 current rates. 

4 Q. How is the proposed demand charge of $7.00 per kW determined? 

5 A. The proposed demand charge of $7.00 per kW is based on about 27% of the 

6 class's full unit demand cost, compared to the current demand charge's recovery 

7 of about 17% of current demand cost. MECO proposes to increase the amount of 

8 demand costs recovered by demand charges, which is also a movement towards 

9 aligning rates with the cost of service. 

10 Q. How did you determine the proposed Energy Charge? 

11 A. The proposed energy charge is based on recovering the class's total allocated 

12 energy-related and demand-related costs as well as the remaining customer-related 

13 costs that are not recovered from the proposed customer charge. 

14 Q. Why is MECO proposing to close Schedule H to new customers? 

15 A. With the proposals to define kW limits in Schedules J and P, MECO is moving 

16 towards clearer distinctions between its commercial customers. The number of 

17 Schedule H customers is relatively small compared to the number of Schedules G, 

18 J, or P customers. MECO would like to close the Schedule H to new customers in 

19 order to plan for a transition for the existing Schedule H customers. The same 

20 proposal has been advanced in the open HELCO and HECO rate cases. 

21 Q. Does that mean that no customer can have new Schedule H service? 

22 A. The Company proposes that there will be no new Schedule H service connections, 

23 with the exception of allowing customers with existing Schedule H service to re-

24 locate their Schedule H service. That is, a customer who terminates Schedule H 

25 service in one location will be allowed to contemporaneously open a new 
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1 Schedule H service in another service location. There is no net gain of Schedule 

2 H customers in this situation. 

3 Q. What is the impact of the proposed changes to Schedule H customers? 

4 A. MECO-1819 compares the commercial electric bills under the present rates and 

5 proposed rates for various consumption levels. 

6 

7 Schedule P - Large Power Service 

8 Q. What is Schedule P? 

9 A. Schedule P is for general power service applicable to commercial or industrial 

10 customers with large power loads of at least 200 kW. 

11 Q. What are the proposed changes to Schedule P? 

12 A. The following are the proposed changes to Schedule P: 

13 1) increase the Customer Charge from $225.00 to $375.00 per month; 

14 2) increase the Demand Charge for the two demand blocks from $8.50 per 

15 kW and $8.00 per kW to $18.00 and $17.00 per kW, respecfively; 

16 3) increase the Energy Charge for the three load factor blocks from 

17 10.9997 ji/kWh, 9.4576 0/kWh, and 7.7456 0/kWh, to 24.4694 0/kWh, 

18 22.9273 0/kWh, and 21.2153 (S/kWh, respectively; and 

19 4) change the service voltage adjustments in the Supply Voltage Delivery 

20 provision from the current 4.9%, 3.9%, 2.0%, and 1.0% for transmission 

21 primary, transmission secondary, distribution primary, and distribution 

22 secondary, to 4.4 %, 3.8%, 1.1%, and 0.5 %, respectively. 

23 The proposed changes to Schedule P rates are designed to produce the 

24 proposed allocated class' revenue requirements of $104,203,500 as shown in 

25 MECO-1816. 
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1 Q. Please explain how the proposed customer charge was determined? 

2 A. The proposed customer charges recover about one-half of the customer cost 

3 shown in the cost of service study, which is less than the percentage recovery in 

4 current rates. 

5 Q. Please explain how you determined the proposed demand charges? 

6 A. The proposed demand charge for the first demand block is designed to recover 

7 approximately 46% of the class's unit demand cost, compared to about 27% 

8 recovery in existing rates. MECO proposes to increase the amount of demand 

9 costs recovered by demand charges, which is also a movement towards aligning 

10 rates with the cost of service. The proposed demand charge for the 2"** demand 

11 block recovers about 44% of demand cost. 

12 Q. How are the proposed energy charges determined? 

13 A. The proposed energy charges are based on recovering the class's proposed 

14 allocated total revenue requirements less the revenues recovered from the 

15 proposed customer and demand charges. This includes the entire energy-related 

16 costs (or variable costs) and the remainder of the customer-related costs and the 

17 demand-related costs (or fixed costs) that are not recovered from the proposed 

18 customer and demand charges. The proposed energy rates for each energy block 

19 have approximately the same cents per kWh increase over the current Schedule P 

20 energy block rates. 

21 Q. How did you determine the proposed changes to the supply voltage adjustments? 

22 A. The determination of the proposed changes to the supply voltage adjustments is 

23 based on the system loss analysis prepared by MECO's Transmission Planning 

24 Division in this rate case. 

25 Q. What is the impact of the proposed changes to Schedule P customers? 
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1 A. MECO-1819 compares the commercial electric bills under the present rates and 

2 proposed rates for various consumption levels. 

3 

4 Schedule F - Public Street Lighting 

5 Q. What is Schedule F? 

6 A. Schedule F is for public street and highway lighting. 

7 Q. What are the proposed changes to Schedule F? 

8 A. The following are the proposed changes to Schedule F: 

9 1) increase the energy charge for the two load factor blocks from the 

10 current 15.1733 izi/kWh and 10.6753 0/kWh to 30.5954 jzf/kWh and 

11 26.0974 0/kWh, respectively. 

12 The proposed changes to Schedule F rates are designed to produce the 

13 proposed allocated class' revenue requirements of $1,496,100, as shown in 

14 MECO-1816. 

15 Q. Please explain how you derived the proposed energy charges for the two load 

16 factor blocks? 

17 A. Like Schedule R and Schedule G, the proposed energy rates for Schedule F are 

18 determined to recover the remainder of the class' allocated revenue requirements 

19 at proposed rates that are not recovered in the proposed customer and minimum 

20 charges. This includes the class's entire energy cost and the remainder of the 

21 customer and demand costs that are not recovered in the proposed customer and 

22 minimum charges. The proposed energy rates for each energy block have 

23 approximately the same cents per kWh increase over the current Schedule F 

24 energy block rates. 

25 Q. What is the impact of the proposed changes to Schedule F cuslomers? 
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1 A. MECO-1819 compares the commercial electric bills under the present rates and 

2 proposed rates for various consumption levels. 

3 

4 Schedule U - Time-of-Use Service 

5 Q. What is Schedule U? 

6 A. Schedule U is an optional Time-of-Use Service for commercial or industrial 

7 customers with loads of at least 25 kW. Customers who qualify for service under 

8 Schedule J or P can elect to be served under Schedule U. 

9 Schedule U provides an on-peak demand charge and time-differentiated 

10 energy rates. For instance, the demand charge is applied only to kW load used 

11 during the on-peak period, and the energy rates are differentiated by the time-of-

12 use rating periods. Service under Schedule U is based on customer election. 

13 Q. What are the proposed changes to Schedule U? 

14 A. The proposed changes to Schedule U include the following: 

15 1) increase the Energy Charge from the current 12.4165 ^/kWh for the on-

16 peak period to 25.5003 0/kWh, and from 7.7456 0/kWh for the off-peak 

17 period to 21.2153 (!i/kWh; 

18 2) change the service voltage adjustments in the Supply Voltage Delivery 

19 provision from the current 4.9%, 3.9%, 2.0%, and 1.0%) for transmission 

20 primary, transmission secondary, distribution primary, and distribution 

21 secondary, to 4.4 %, 3.8%, 1.1%, and 0.5 %, respectively; and 

22 3) close the Schedule to new customers. 

23 Q. How did you determine the proposed time-of-use energy rates for Schedule U? 

24 A. The proposed On-Peak Energy Rate of 25.5003 ^/kWh is the same as the first 

25 block energy rate in the proposed Schedule J charges, and the proposed Off-Peak 
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1 Energy Rate of 21.2153 ^/kWh is the same as the third block energy rate in the 

2 proposed Schedule P charges. This is the same derivation that was used in test 

3 year 1999 to set the existing Schedule U rates. 

4 Q. How did you determine the proposed changes to the supply voltage adjustments? 

5 A. The determination of the proposed changes to the supply voltage adjustments is 

6 based on the system loss analysis prepared by MECO's Transmission Planning 

7 Division in this rate case. 

8 Q. Why is the Company proposing to close Schedule U to new customers? 

9 A. There are no customers currently receiving Schedule U service. The Company 

10 wants to target the time-of-use rate options to specific classes of customers. The 

11 Company proposes in this t^ocket to offer a time-of-use option only for Schedule J 

12 customers (TOU-J) and a time-of-use option only for Schedule P customers 

13 (TOU-P), rather than have one rate option (Schedule U) try lo serve both classes 

14 of customers. A discussion of the Company's new time-of-use proposals follows 

15 below. 

16 

17 Rider T - Time-of-Dav Rider 

18 Q. What is Rider T? 

19 A. Rider T is an optional time-of-use service rider for commercial or industrial 

20 customers with power loads of at least 25 kW who are served under Schedule J, or 

21 Schedule P. Rider T modifies or provides adjustments to the applicable rate 

22 schedule's demand and energy rates, which effectively results in time-of-use price 

23 signals. It was aimed at encouraging customers to manage their loads in order to 

24 help reduce the system peak load and defer the need for the next capacity addition. 

25 Q. Is MECO proposing any changes to the Rider T? 
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1 A. Yes. MECO is proposing the following changes to Rider T: 

2 1) add terms and conditions that would allow customers to do 

3 emergency maintenance on their equipment without considering its 

4 impact on the customers' maximum on-peak demand in the 

5 determination of their billing demand. 

6 

7 Rider M - Off-Peak and Curtailable Service 

8 Q. What is Rider M? 

9 A. Rider M is an optional off-peak and Curtailable service applicable to Schedule J 

10 customers with loads greater than 100 kW, and to customers served under 

11 Schedule P with loads greater than 300 kW. Rider M provides load management 

12 incentives to customers by modifying the determination of the billing demand 

13 under Schedules J or P. It offers two load management service options: Option A 

14 - Off-Peak Service, and Option B - Curtailable Service. 

15 The Rider M - Off-Peak Service (Option A) encourages customers to shift 

16 their load to the off-peak hours by basing the determination of the billing demand 

17 only on the customers' kW demand during the on-peak period. The Rider M -

18 Curtailable Service (Option B) encourages customers to shift their load to off-

19 peak hours by reducing the customers' billing demand by 75% of the kW load that 

20 they curtail during the Company's priority peak period, or by 40% of the kW load 

21 that they ciutail for a two-hour duration specified by the Company. 

22 Q. Is MECO proposing any changes to Rider M? 

23 A. Yes. The following are the proposed changes to Rider M: 

24 1) modify the Availability Clause to appropriately reference the new 

25 Schedule TOU-J and Schedule TOU-P. 
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1 

2 Rider I - Intermptible Contract Service 

3 Q. What is Rider I? 

4 A. Rider I is an optional intermptible service available to large power customers with 

5 intermptible kW load of at least 500 kW. 

6 Q. Did MECO propose any changes to Rider I? 

7 A. No, no changes are proposed. 

8 Schedule O - Purchases from Oualifying Facilities 100 kW or Less 

9 Q. What is Schedule Q? 

10 A. Schedule Q applies to customers with small production facilities with design 

11 capacity of 100 kW or less, qualifying under Chapter 74, Title 6 of the PUC 

12 Rules, and who have a purchase power contract with the Company. Schedule Q 

13 provides the energy rates and energy cost adjustment that the Company pays for 

14 energy purchased by the Company from the customer, and the metering charge to 

15 the customer for metering, billing and administration of the purchase power 

16 contract. 

17 Q. Are there proposed changes to Schedule Q? 

18 A. Yes. The following are the proposed changes to Schedule Q: 

19 1) change the Energy Rates for energy delivered to the Company by the 

20 customer from the current 4.80 0/kWh to 19.32 0/kWh; and 

21 2) change the generation base fuel cost from the current 369.60 ^/mbtu 

22 to 1,547.97 ji/mbm. 

23 Q. How was the proposed energy rate of 19.32 (i/kWH for energy delivered to 

24 MECO determined? 

25 A. The proposed energy rate of 19.32 0/kWh for energy deHvered by the customer to 
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1 MECO is based on the test-year estimates of the Company's generation cost and 

2 Distributed Generation cost and efficiency factors discussed in MECO T-4. 

3 Q. What is the basis of the changes to Schedule Q's Energy Cost Adjustment Clause? 

4 A. The proposed 1,547.97 0/mbtu in Schedule Q's Energy Cost Adjusiment Clause is 

5 based on the test-year estimate of the total composite generation cost including 

6 Distributed Generation costs and discussed in MECO T-19. The test-year fuel 

7 price and efficiency factors used to determine this composite generation cost are 

8 discussed in MECO T-4. 

9 Energv Cost Adiustment Clause 

10 Q. What is the Energy Cost Adjustment Clause? 

11 A. The Energy Cost Adjustment Clause (ECAC) is a reconciliation mechanism that 

12 allows the Company to recover or refund the difference between the fuel price 

13 embedded in the base rates and the fuel price that it actually pays. 

14 Q. What are the proposed changes to ECAC? 

15 A. The following are the proposed changes to ECAC: 

16 1) modify the ECAC's Applicability Clause to include the new Schedule 

17 TOU-R, Schedule TOU-G, Schedule TOU-J, and Schedule TOU-P; 

18 2) change the base fuel cost for Company generation from the current 

19 369.60 0/mbtu to 1,547.93 0/mbm Company composite cost of 

20 generation from central station and other generation; 

21 3) change the Company generation efficiency factor from the current 

22 0.011032 mmbtu/kWh to use three separate efficiency factors, 0.015311 

23 mmbtu/kWh for industrial ftiel oil (IFO), 0.009460 mmbtu/kWh for 

24 diesel fuel, and 0.010648 mmbtu/kWh for other company generation 

25 sources; 
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1 4) add a distributed generation (DG) energy component in the Clause at 

2 15.007 cents per kWh, adjusted to the sales delivery level and for 

3 revenue taxes; and 

4 5) change the base purchased energy cost from the current 5.028 0/kWh to 

5 22.250 (if/kWh. 

6 Q. How are the proposed changes to the above ECAC parameters determined? 

7 A. The proposed changes to the base fuel costs, generation efficiency factors, DG 

8 energy component, and base purchased energy cost are discussed in MECO T-4. 

9 The ECAC calculations are presented in MECO T-19. 

10 

11 Integrated Resource Planning Cost Recovery Provision 

12 Q. What is the Integrated Resource Planning Cost Recovery Provision ("IRP 

13 Clause")? 

14 A. The IRP Clause is a cost recovery mechanism for the incremental costs incurred 

15 by the Company related to incremental IRP-related activities, and the recovery of 

16 the incremental DSM costs which include program costs (excluding base labor), 

17 lost margin and shareholder incentives. 

18 Q. Does the Company still require an IRP clause? 

19 A. Yes. The Company will have to retain the IRP clause for use in reconciling the 

20 recovery of the 1995-2005 IRP costs that MECO already recovered per stipulated 

21 agreement with the CA subject to refund with interest, with the amounts of such 

22 costs that the PUC would ultimately find reasonable and allow MECO to recover. 

23 Additionally, MECO will also use the current IRP clause to recover DSM 

24 program costs that are approved for recovery by the Commission. 

25 
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1 Green Pricing Program Provision 

2 Q. What is the Green Pricing Program Provision? 

3 A. The Green Pricing Program Provision is a voluntary fiind-raising program that is 

4 open to Island residents and non-residents for purposes of funding the 

5 development of renewable energy facilities on the Island. The voluntary 

6 contributions received from this Green Pricing Program have been used for such 

7 programs as the Sun Power for Schools Pilot Program which fiinds the installation 

8 of photovoltaic systems in public schools. 

9 Q. Are there changes proposed to the Green Pricing Program? 

10 A. No. There are no changes proposed to the Green Pricing Program. 

11 

12 New Rate Schedules 

13 Q. Is MECO proposing any new rate schedules for Maui Division? 

14 A. Yes. MECO is proposing four new rate schedules for Maui Division; 

15 1) Schedule TOU-R - Residential Time-of-Use Service; 

16 2) Schedule TOU-G - Small Commercial Time-of-Use Service; 

17 3) Schedule TOU-J - Commercial Time-of-Use Service; and 

18 4) Schedule TOU-P - Large Power Time-of-Use Service. 

19 

20 Optional Time-of-Use Service Rate Schedules 

21 Q. Please describe the goals of offering four new time-of-use rate options in this case. 

22 A. The Company proposes to offer four new time-of-use rate options in this case, 

23 Schedule TOU-R - Residential Time-of-Use Service, Schedule TOU-G - Small 

24 Commercial Time-of-Use Service, Schedule TOU-J - Commercial Time-of-Use 

25 Service, and Schedule TOU-P - Large Power Time-of-Use Service, in order to 
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1 extend to all customers the opportunity to choose time-of-use rates, to establish a 

2 consistency in rate design for all time-of-use rate options, and to manage 

3 participation and collect data for future time-of-use rate designs. Making 

4 time-of-use rate options available to all customers, with the exception of street 

5 light customers, is consistent with the approach taken in the recent HECO rate 

6 cases. Docket No. 04-0113 and Docket No. 2006-0386, as well as in HELCO's 

7 test year 2006 rate case. Docket No. 05-0315. It is consistent with the goals of the 

8 Energy Policy Act of 2005. The proposed time-of-use rate options have consistent 

9 time-of-use rating periods (priority peak, mid-peak, and off-peak periods) and 

10 consistent rate designs (demand charge based on priority peak and mid-peak, no 

11 demand ratchet, separate energy charges for each rating period). The time-of-use 

12 rate options are intended to create lower electric bills for customers who modify 

13 their existing energy consumption pattems. The Company proposes to manage 

14 participation in these optional rates while collecting data for future time-of-use 

15 rate design offerings by setting a limit on the number of meters that can participate 

16 in certain optional rate schedules. The meter limit facilitates effective 

17 implementation of these rate options since the current billing system cannot bill 

18 time-of-use rates automatically, and in case the new Customer Information 

19 System (CIS) is not yet in place by the time these proposed rates are approved. In 

20 addition, the Company has not estimated any revenue adjustment for customer 

21 participation in these time-of-use rate options, so the meter limit helps to mitigate 

22 any negative revenue impact that the Company might experience in implementing 

23 these rate options. 

24 

25 
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1 Schedule TOU-R - Residential Time-of-Use Service 

2 Q. Please describe MECO's proposed Schedule TOU-R for Maui Division. 

3 A. Customers currently served under Schedule R are eligible to elect time-of-use 

4 service under Schedule TOU-R. The proposed Schedule TOU-R has the 

5 following parameters: 

6 1. Customer Charge; $7.50 per month for Single-Phase Service, and 

7 $12.00 per month for Three-Phase service; 

8 2. Energy Charge: Calculated in the same manner and at the same rates 

9 as the proposed Schedule R, with the following time-of-use energy 

10 rate adjustments: 

11 Priority Peak Period kWh use -H 5.0 0 per kWh, 

12 Mid-Peak Period kWh use + 2.5 ^ per kWh, and 

13 Off-Peak Period kWh use - 5.0 0 per kWh; 

14 3. Minimum Bill is the same as proposed for Schedule R; 

15 4. Time-of-Use rating periods are the following; 

16 Priority Peak Period; 5:00 p.m. - 9:00 p.m., Monday - Friday 

17 Mid-Peak Period: 7:00 a.m. - 5:00 p.m., Monday- Friday 

18 7:00 a.m. - 9:00 p.m., Saturday - Sunday 

19 Off-Peak Period: 9:00 p.m. - 7 a.m.. Daily; and 

20 5. Service is limited to a maximum of 300 meters across all three 

21 MECO divisions. 

22 Q. How did you detemiine proposed customer charge for the single-phase service 

23 and three-phase service? 

24 A. The proposed customer charge of $7.50 for Single-Phase Service and $12.00 for 

25 Three-Phase Service are the same as the proposed customer charges for 
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1 Schedule R. 

2 Q. How were the proposed time-of-use energy rate adjustments determined? 

3 A. The proposed time-of-use energy rate adjustment for all kWh used in the priority 

4 peak period of + 5.0 0/kWh is based on 250% of the existing on-peak energy 

5 surcharge for Rider T customers. The proposed time-of-use energy rate 

6 adjustment for all kWh used in the mid-peak period of+2.5 0/kWh is based on 

7 125% of the existing on-peak energy surcharge for Rider T customers. The 

8 proposed time-of-use energy rate adjustment for all kWh used in the off-peak 

9 period is based on about 170% of the existing off-peak energy credit for Rider T 

10 customers. However, even at the lowest energy tier, the effective off-peak kWh 

11 rate on Schedule TOU-R exceeds the off-peak marginal energy cost rate for 2007, 

12 and therefore makes a contribution towards fixed cost recovery. 

13 Q. Are these time-of-use rating periods the same as currently used in MECO's 

14 existing time-of-use Riders or Schedules? 

15 A. Yes, the time-of-use rating periods proposed for Schedule TOU-R are the same as 

16 used in MECO's existing Rider M, Rider T, and Schedule U. 

17 

18 Schedule TOU-G - Small Commercial Time-of-Use Service 

19 Q. Please describe MECO's proposed Schedule TOU-G for Maui Division. 

20 A. Customers currently served under Schedule G are eligible to elect time-of-use 

21 service under Schedule TOU-G. The proposed Schedule TOU-G has the 

22 following parameters: 

23 1. Customer Charge: $25.00 per month for Single-Phase Service, and 

24 $40.00 per month for Three-Phase service; 

25 2. Energy Charges: Apply to all kWh 
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1 Priority Peak Period kWh use 34.8037 0 per kWh, 

2 Mid-Peak Period kWh use 32.3037 i per kWh, and 

3 Off-Peak Period kWh use 24.8037 0 per kWh; 

4 3. Minimum Bill is the same as the proposed Schedule TOU-G 

5 customer charge; 

6 4. Time-of-Use rating periods are the following: 

7 Priority Peak Period: 5:00 p.m. - 9:00 p.m., Monday - Friday 

8 Mid-Peak Period: 7:00 a.m.- 5:00 p.m., Monday-Friday 

9 7:00 a.m. - 9:00 p.m., Saturday- Sunday 

10 Off-Peak Period; 9:00 p.m. - 7 a.m.. Daily; and 

11 5. Service is limited to a maximum of 100 meters across all three 

12 MECO divisions. 

13 Q. How did you determine proposed customer charge for the single-phase service 

14 and three-phase service? 

15 A. The proposed customer charge of $25.00 for Single-Phase Service and $40.00 for 

16 Three-Phase Service are the same as the proposed customer charges for 

17 Schedule G. 

18 Q. How were the proposed time-of-use energy rate adjustments determined? 

19 A. The proposed time-of-use energy rate for all kWh used in the priority peak period 

20 of 34.8037 0/kWh is based on the proposed Schedule G energy rate plus 250% of 

21 the existing on-peak energy surcharge for Rider T customers. The proposed time-

22 of-use energy rate adjustment for all kWh used in the mid-peak period of 32.3037 

23 0/kWh is based on the proposed Schedule G energy rate plus 125% of the existing 

24 on-peak energy surcharge for Rider T customers. The proposed time-of-use 

25 energy rate adjustment for all kWh used in the off-peak period of 24.8037 0/kWh 
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1 is based on the proposed Schedule G energy rate less about 170% of the existing 

2 off-peak energy credit for Rider T customers. The off-peak kWh rate on Schedule 

3 TOU-G exceeds the off-peak marginal energy cost rate for 2007, and therefore 

4 makes a contribution towards fixed cost recovery. 

5 Q. Are these time-of-use rating periods the same as currently used in MECO's 

6 existing time-of-use Riders or Schedules? 

7 A. Yes, the time-of-use rating periods proposed for Schedule TOU-G are the same as 

8 used in MECO's existing Rider M, Rider T, and Schedule U. 

9 

10 Schedule TOU-J - Commercial Time-of-Use Service 

11 Q. Please describe MECO's proposed Schedule TOU-J for Maui Division. 

12 A. Customers currently served under Schedule J are eligible to elect time-of-use 

13 service under Schedule TOU-J. The proposed Schedule TOU-J has the following 

14 parameters; 

15 1. Customer Charge: $60.00 per month for Single-Phase Service, and 

16 $75.00 per month for Three-Phase service; 

17 2. Demand Charge of $16.00 per kW if customer's maximum demand 

18 occurs during the priority peak period and $12.00 per kW if it occurs 

19 during the mid-peak period. 

20 3. Energy Charges: Apply to all kWh 

21 Priority Peak Period kWh use 30.9283 0 per kWh, 

22 Mid-Peak Period kWh use 28.9283 0 per kWh, and 

23 Off-Peak Period kWh use 18.9283 0 per kWh; 

24 4. Minimum Bill is the same as proposed for Schedule J, the sum of the 

25 Customer Charge and the Demand Charge; and 
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1 5. Time-of-Use rating periods are the following: 

2 Priority Peak Period: 5:00 p.m. - 9:00 p.m., Monday- Friday 

3 Mid-Peak Period; 7:00 a.m. - 5:00 p.m., Monday- Friday 

4 7:00 a.m. - 9:00 p.m., Saturday - Sunday 

5 Off-Peak Period: 9:00 p.m. - 7 a.m.. Daily. 

6 Q. How did you determine proposed customer charge for the single-phase service 

7 and three-phase service? 

8 A. The proposed customer charge of $60.00 for Single-Phase Service and $75.00 for 

9 Three-Phase Service are based on the proposed customer charges for Schedule J, 

10 plus an additional $10.00 per month, which is the same as the current time-of-use 

11 meter charge in Rider T and Rider M. 

12 Q. Please explain the proposed demand charge for Schedule TOU-J. 

13 A. The proposed demand charge under Schedule TOU-J is based on the customer's 

14 maximum measured kW demand for the billing period. The Company is not 

15 proposing a demand ratchet in the determination of the billing demand - the same 

16 as in the current Schedule U. However, the minimum billing demand of 25 kW 

17 still applies. If the customer's maximum measured kW demand for the billing 

18 period occurs during the priority peak hours, the priority peak demand charge of 

19 $16.00 per kW is applied. If the customer's maximum measured kW demand for 

20 the billing period occurs during the mid-peak hours, the mid-peak demand charge 

21 of $ 12.00 per kW is appHed. In other words, a customer is charged either the 

22 $16.00 per kW Priority Peak demand charge or the $12.00 per kW Mid-Peak 

23 demand charge based on when his maximum kW demand occurs. There is no 

24 demand charge for kW load during the off-peak hours. The determination of 

25 demand provision in the proposed Schedule TOU-J specifies the application of the 
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1 proposed demand charge. 

2 Q. How did you determine the proposed priority peak demand charge and the mid-

3 peak demand charge? 

4 A. The proposed demand charge of $ 16.00 per kW for the priority peak period is 

5 based on recovering approximately 50% of full unit demand cost for Schedule J at 

6 proposed rates. The proposed demand charge of $12.00 per kW for mid-peak 

7 period is the same as the proposed demand charge for Schedule J. 

8 Q. How were the proposed time-of-use energy rate adjustments determined? 

9 A. The proposed time-of-use energy rate for all kWh used in the priority peak period 

10 of 30.9283 0/kWh is based on the weighted average of the proposed Schedule J 

11 energy rates plus 300% of the existing on-peak energy surcharge for Rider T 

12 customers. The proposed time-of-use energy rate adjustment for all kWh used in 

13 the mid-peak period of 28.9283 0/kWh is based on the weighted average of the 

14 proposed Schedule J energy rates plus 200% of the existing on-peak energy 

15 surcharge for Rider T customers. The proposed time-of-use energy rate 

16 adjustment for all kWh used in the off-peak period of 18.9283 0/kWh is based on 

17 the weighted average of the proposed Schedule J energy rates less about 200% of 

18 the existing off-peak energy credit for Rider T customers. The off-peak kWh rate 

19 on Schedule TOU-J exceeds the off-peak marginal energy cost rate for 2007. 

20 Q. Are these time-of-use rating periods the same as currently used in MECO's 

21 existing time-of-use Riders or Schedules? 

22 A. Yes, the time-of-use rating periods proposed for Schedule TOU-J are the same as 

23 used in MECO's existing Rider M, Rider T, and Schedule U. 

24 

25 
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1 Schedule TOU-P - Large Power Time-of-Use Service 

2 Q. Please describe MECO's proposed Schedule TOU-P for Maui Division. 

3 A. Customers currently served under Schedule P are eligible to elect time-of-use 

4 service under Schedule TOU-P. The proposed Schedule TOU-P has the following 

5 parameters; 

6 1. Customer Charge: $385.00 per month; 

7 2. Demand Charge of $19.50 per kW if customer's maximum demand 

8 occurs during the priority peak period and $18.00 per kW if it occurs 

9 during the mid-peak period. 

10 3. Energy Charges: Apply to all kWh 

11 Priority Peak Period kWh use 29.2018 0 per kWh, 

12 Mid-Peak Period kWh use 27.2018 0 per kWh, and 

13 Off-Peak Period kWh use 17.2018 0 per kWh; 

14 4. Minimum Bill is the same as proposed for Schedule P, the sum of 

15 the Customer Charge and the Demand Charge; and 

16 5. Time-of-Use rating periods are the following: 

17 Priority Peak Period: 5:00 p.m. -9:00 p.m., Monday-Friday 

18 Mid-Peak Period: 7:00 a.m. - 5:00 p.m., Monday- Friday 

19 7:00 a.m. - 9:00 p.m., Saturday - Sunday 

20 Off-Peak Period; 9:00 p.m. - 7 a.m.. Daily. 

21 Q. How did you determine proposed customer charge? 

22 A. The proposed customer charge of $385.00 per month is based on the proposed 

23 customer charge for Schedule P, plus an additional $10.00 per month, which is the 

24 same as the current time-of-use meter charge in Rider T and Rider M. 

25 Q. Please explain the proposed demand charge for Schedule TOU-P. 
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1 A. The proposed demand charge under Schedule TOU-P is based on the customer's 

2 maximum measured kW demand for the billing period. The Company is not 

3 proposing a demand ratchet in the determination of the billing demand - the same 

4 as in the current effective Schedule U. However, the minimum billing demand of 

5 200 kW still applies. If the customer's maximum measured kW demand for the 

6 billing period occurs during the priority peak hours, the priority peak demand 

7 charge of $19.50 per kW is applied. If the customer's maximum measured kW 

8 demand for the billing period occurs during the mid-peak hours, the mid-peak 

9 demand charge of $18.00 per kW is applied. In other words, a customer is 

10 charged either the $19.50 per kW Priority Peak demand charge or the $18.00 per 

11 kW Mid-Peak demand charge based on when his maximum kW demand occurs. 

12 There is no demand charge for kW load during the off-peak hours. The 

13 determination of demand provision in the proposed Schedule TOU-P specifies the 

14 application of the proposed demand charge. 

15 Q. How did you determine the proposed priority peak demand charge and the mid-

16 peak demand charge? 

17 A. The proposed demand charge of $19.50 per kW for the priority peak period is 

18 based on recovering approximately 50% of full unit demand cost for Schedule P at 

19 proposed rates. The proposed demand chargeof $18.00 per kW for mid-peak 

20 period is the same as the proposed demand charge for the first kW tier on 

21 Schedule P. 

22 Q. How were the proposed time-of-use energy rate adjustments determined? 

23 A. The proposed time-of-use energy rate for all kWh used in the priority peak period 

24 of 29.2018 0/kWh is based on the weighted average of the proposed Schedule P 

25 energy rates plus 300% of the existing on-peak energy surcharge for Rider T 
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1 customers. The proposed time-of-use energy rate adjustment for all kWh used in 

2 the mid-peak period of 27.2018 0/kWh is based on the weighted average of the 

3 proposed Schedule P energy rates plus 200% of the existing on-peak energy 

4 surcharge for Rider T customers. The proposed time-of-use energy rate 

5 adjustment for all kWh used in the off-peak period of 17.2018 0/kWh is based on 

6 the weighted average of the proposed Schedule P energy rales less about 200% of 

1 the existing off-peak energy credit for Rider T customers. The off-peak kWh rate 

8 on Schedule TOU-P exceeds the off-peak marginal energy cost rate for 2007. 

9 Q. Are these time-of-use rating periods the same as currently used in MECO's 

10 existing time-of-use Riders or Schedules? 

11 A. Yes, the time-of-use rating periods proposed for Schedule TOU-P are the same as 

12 used in MECO's existing Rider M, Rider T, and Schedule U. 

13 

14 Standby Rates 

15 Q. Are there any other proposed new rates? 

16 A. Pursuant to Decision and Order No. 22248 in Docket No. 03-0371 on Distributed 

17 Generation, the Company proposed Standby Rates for Maui, Lanai, and Molokai 

18 Divisions. The proposed Standby Rates will be reviewed in a separate 

19 proceeding, Docket No. 2006-0497, pursuant to the Commission's Order No. 

20 23171. 

21 

22 Electric Vehicle Charging Rates 

23 Q. Is MECO proposing to terminate any existing rate schedule or rate adjustment for 

24 Maui Division? 

25 A. Yes. MECO is proposing to withdraw the Rider EV-R - Residential Electric 
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1 Vehicle Charging Service, Rider EV-C - Commercial Electric Vehicle Charging 

2 Service. MECO is also terminating the Firm Capacity Surcharge refiind for the 

3 termination of capacity payments to Pioneer Mill. This reduction in capacity 

4 payments is reflected in the test-year estimates of the purchased power expense 

5 and embedded in the new proposed rate changes. 

6 Q. Why is MECO proposing to withdraw Riders EV-R and EV-C? 

7 A. HECO's Rider EV-R and Rider EV-C became effective on July 6, 1998. On 

8 August 13,1998, HECO agreed to defer implementation of the riders per 

9 Commission's request in an August 3, 1998 letter. HECO has not received PUC 

10 approval to implement these riders, although they remained in MECO's current 

11 effective rates. 

12 More importantly, MECO's proposed Schedule TOU-R, Schedule TOU-G, 

13 Schedule TOU-J, and Schedule TOU-P will also apply to electric vehicle charging 

14 service. These proposed new Schedules will provide time-of-use service to 

15 electric vehicle charging without the need to separately meter these loads from the 

16 rest of the customers' electric loads, as required under the Rider EV-R and Rider 

17 EV-C, which were available only for the electric vehicle charging load. 

18 

19 LANAI DIVISION RATE DESIGN PROPOSAL 

20 Q. What are the proposed changes to Lanai Division existing rates? 

21 A. The proposed rate design changes to each Lanai Division rate schedule are 

22 summarized below: 

23 Schedule R - Residential Service 

24 Q. What is Schedule R? 

25 A. Schedule R is for residential electric service applicable to individually metered 
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1 residential dwelling units. 

2 Q. What are the proposed changes to Schedule R? 

3 A. The following are the proposed changes to Schedule R: 

4 1. increase the Base Fuel Energy Charge from 9.0620 0/kWh to 22.7573 

5 0/kWh; and 

6 2. change the Non-Fuel Energy Charge from 9.0028 0/kWh to three tiers, 

7 10.4932 0/kWh for the first 250 kWh, 10.9998 0/kWh for the next 500 

8 kWh, and 11.7853 0/kWh for all kWh over 750 kWh per billing period. 

9 The proposed changes to Schedule R are designed to produce the proposed 

10 allocated class revenue requirements of $2,875,600 as shown in MECO-1817. 

11 Q. How is the proposed Base Fuel Energy Charge determined? 

12 A. The proposed Base Fuel Charge of 22.7573 0/kWh is based on the test-year 

13 composite fuel price for base generation, base purchase power, and base cost of 

14 fuel for MECO's distributed generation units. See the calculation of the Base Fuel 

15 Energy Charge in MECO-1814. 

16 Q. What are the merits of the proposed inclining block rate design for Non-Fuel 

17 Energy Charges? 

18 A. The merits on an inclining block rate design include mitigation of rate impact on 

19 the smallest users of the system, pricing signals that encourage conservation, and 

20 assignment of a greater share of the cost increase to the larger users. HELCO has 

21 made a similar proposal for Schedule R in Docket No. 05-0315, its 2006 test year 

22 rate case, and HECO also has such a proposal in Docket No. 2006-0386, its 2007 

23 test year rate case. 

24 Q. Does the inclining block rate design address the challenges facing low income 

25 residential ratepayers? 
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1 A. The inclining block rate design does benefit most residential ratepayers, including 

2 low income residential ratepayers, by offering a lower electricity price for the 

3 initial kWh of usage. However, the Company recognizes that the rate design 

4 alone does not fully address the challenges facing low income residents whose 

5 usage extends beyond the boundary of the first tier. The Company plans to 

6 develop a program to address the issues of low income residential ratepayers, and 

7 plans to introduce its proposal subsequently in this case. 

8 Q. What are the features of the inclining block rate proposal for the proposed Non-

9 Fuel Energy Charges? 

10 A. The features are three tiers, one for the first 250 kWh used in the billing period, 

11 one for the next 500 kWh used in the billing period, or kWh usage between 250 

12 kWh and 750 kWh, and a third tier for kWh usage above 750 kWh per billing 

13 period. Each tier has a different non-fiiel energy charge per kWh, with the first 

14 250 kWh having the lowest proposed non-fuel energy charge and kWh usage over 

15 750 kWh having the highest proposed non-fuel energy charge. 

16 Q. How were the sizes of the kWh tiers determined? 

17 A. The fû st tier, up to 250 kWh, was set to provide the lowest energy rate for a base 

18 kWh usage level. The second tier, from 250 kWh to 750 kWh, was to set to 

19 capture the majority of the kWh. As shown in MECO-1815, about 29% of 

20 customer bills fall into the lowest tier, 57% of customer bills fall into the middle 

21 tier, and 14% of the customer bills fall into the highest tier. However, 

22 approximately 86% of all kWh will be billed at either the first or second tier rate. 

23 The tiers are designed so that most of the usage is covered by the first two tiers 

24 and only the very highest residential customer usage will incur the third tier 

25 energy charges. 
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1 Q. How were the Non-Fuel Energy Charges for the kWh tiers determined? 

2 A. The guidelines used to determine the non-fuel energy charges for the kWh tiers 

3 were to collect the demand and customer costs that are not recovered by the 

4 customer and minimum charges, to target approximately a 2% to 3% bill increase 

5 for customers whose billing quantities fell into the first tier only, and to target no 

6 more than approximately the class average increase, 5.3%, for customers whose 

7 billing quantities fell into the first and second tiers. Note that the proposed rate 

8 increase for billing quantities up to 250 kWh ranges up to 3.6%, the proposed rate 

9 increase for billing quantities between 250 kWh and 750 kWh ranges between 

10 3.6% and 4.9%, and the proposed rate increase for billing quantities above 750 

11 kWh ranges between 4.9% and 7.9% compared to present rates. 

12 Q. What is the impact of the proposed changes to Schedule R on the residential 

13 customers? 

14 A. MECO-1820 compares the residential electric bills under the present rates and 

15 proposed rates for various consumption levels. 

16 

17 Schedule E - Electric Service for Emplovees 

18 Q, What is Schedule E? 

19 A. Schedule E is for electric residential service for Company employees and retirees, 

20 and members of the Company's Board of Directors. 

21 Q. Are there any changes to Schedule E? 

22 A. No. There are no proposed changes to Schedule E. 

23 

24 Schedule G - General Service Non-Demand 

25 Q. What is Schedule G? 



MECO T-18 
DOCKET NO. 2006-0387 
PAGE49 0F111 

1 A. Schedule G is for general power service applicable to small commercial customers 

2 with loads not exceeding 5,000 kWh per month or loads less than or equal to 

3 25 kW. 

4 Q. What are the proposed changes to Schedule G? 

5 A. The following are the proposed changes to Schedule G: 

6 5) increase the Customer Charge from $22.00 to $30.00 per month for 

7 Single-Phase service, and from $38.00 to $45.00 per month for Three-

8 Phase service; 

9 6) increase the Energy Charge from 20.4188 0/kWh to 35.4062 0/kWh; 

10 7) increase the Minimum Charge from $27.00 to $35.00 per month for 

11 Single-Phase service, and from $43.00 to $50.00 per month for Three-

12 Phase service; and 

13 8) change the Primary Supply Voltage Service from 2.0% to 1.1% for 

14 distribution primary (DP) customers, and from 1.0% to 0.5% for 

15 distribution secondary (DS) customers. 

16 The proposed changes to Schedule G are designed to produce the proposed 

17 allocated class revenue requirements of $763,400 as shown in MECO-1817. 

18 Q. How did you determine the proposed customer charge for Single-Phase and 

19 Three-Phase Service? 

20 A. The proposed customer charges are designed to recover about 70% of the 

21 Schedule G customer cost of service, which is about the same as the level from the 

22 final rate design in MECO's test year 1999 rate case. 

23 Q. How are the proposed minimum charges for Single-Phase and Three-Phase 

24 service determined? 

25 A. The proposed minimum charges maintain the $5.00 difference between customer 
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1 charges and minimum charges that are contained in existing rates. 

2 Q. How is the proposed Energy Charge of 35.4062 0/kWh determined? 

3 A. The proposed Energy Charge of 35.4062 0/kWh recovers the remainder of the 

4 class' allocated revenue requirements at proposed rates that are not recovered 

5 from the proposed customer charges and minimum charges. This includes all of 

6 the class' energy costs and the remainder of the class' allocated fixed costs. 

7 Q. How are the proposed changes to the Primary Supply Voltage adjustments 

8 determined? 

9 A. The proposed changes to the Primary Supply Voltage adjustments are based on 

10 the system loss analysis prepared by MECO's Transmission Planning Division in 

11 this rate case. 

12 Q. What is the impact of the proposed changes to Schedule G customers? 

13 A. MECO-1820 compares the commercial electric bills under the present rates and 

14 proposed rates for various consumption levels. 

15 

16 Schedule J - General Service Demand 

17 Q. What is Schedule J? 

18 A. Schedule J is for general power service applicable to commercial customers with 

19 loads greater than 5,000 kWh per month or greater than 25 kW. The current 

20 Schedule J allows commercial customers to change service from Schedule J to any 

21 of the applicable large power service (Schedule P). The proposed modification to 

22 Schedule J's Availability Clause is to clarify the load limits for the medium-sized 

23 commercial customers that qualify for service under Schedule J. 

24 Q. What are the proposed changes to Schedule J? 

25 A. The following are the proposed changes to Schedule J: 
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1 1. increase the Customer Charge from $35.00 to $45.00 per month for 

2 Single-Phase service, and from $50.00 to $60.00 per month for Three-

3 Phase service; 

4 2. increase the Demand Charge from $5.75 to $9.00 per kW; 

5 3. increase the Energy Charge for the three load factor blocks from 

6 20.6089 0/kWh, 19.4319 0/kWh, and 16.4719 0/kWh to 34.9321 0/kWh, 

7 33.7551 0/kWh, and 30.7951 0/kWh, respectively; 

8 4. change the Availability Clause to clarify the current load thresholds and 

9 to add a maximum qualifying load less than 200 kW to new customers, 

10 and add a clause that would allow customers with loads equal or greater 

11 than 200 kW currently receiving service under Schedule J to remain 

12 under Schedule J; 

13 5. change the demand ratchet in determining the billing demand under the 

14 Determination of Demand provision from the ciurent 75% ratchet to the 

15 average demand ratchet; and 

16 6. change the supply voltage adjustments in the Primary Supply Voltage 

17 Service provision from 2.0%) to 1.1% for distribution primary supply 

18 voltage (DP adj.), and from 1.0% to 0.5% for distribution secondary 

19 supply voltage (DS adj.). 

20 The proposed changes to Schedule J rates are designed to produce the 

21 proposed allocated class' revenue requirements of $2,372,600 as shown in 

22 MECO-1817. 

23 Q. How are the proposed customer charges of $45.00 and $60.00 per month for 

24 Single-Phase and Three-Phase service, respectively, determined? 

25 A. The proposed customer charges recover about 70% of the customer cost shown in 
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1 the cost of service study, which is about the same as the percentage recovery in 

2 current rates. 

3 Q, How is the proposed demand charge of $9.00 per kW determined? 

4 A. The proposed demand charge of $9.00 per kW is based on about 33% of the 

5 class's full unit demand cost. In the existing rates, the Schedule J demand charge 

6 recovers about 17% of the demand cost. MECO proposes to increase the amount 

7 of demand costs recovered by demand charges, which is also a movement towards 

8 aligning rates with the cost of service. 

9 Q. How are the proposed energy charges determined? 

10 A. The proposed energy charges the three load factor blocks are designed to recover 

11 all of the class's allocated energy costs as well as the remaining customer-related 

12 and demand-related costs that are not recovered in the proposed customer and 

13 demand charges. The proposed energy charges are approximately the same rate 

14 increase in cents per kWh in each energy charge block. 

15 Q. Why is the Company proposing a maximum quaUfying load of less than 200 kW 

16 for Schedule J? 

17 A. MECO's proposal to define a maximum qualifying load under Schedule J is based 

18 on the following reasons: 

19 1. to better define and clarify the load size that qualifies under Schedule J 

20 for ease of understanding and application; 

21 2. to make a clearer distinction between the medium-sized customers 

22 served under Schedule J, and the large power customers served under 

23 the Schedule P; 

24 3. to apply Schedule J to a more homogenous group of medium-size 

25 commercial and industrial customers with similar load levels and 
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1 characteristics, essential for designing more efficient pricing and 

2 costing, and facilitate aligning rates closer to cost of service; and 

3 4. to support rate and revenue stability and continuity. 

4 Q. Will customers currently served under Schedule J with loads equal to or greater 

5 than 200 kW be allowed to stay on Schedule J? 

6 A. Yes. These customers will be grandfathered and can remain to be served under 

7 Schedule J, if they chose. The new proposed maximum qualifying load under 

8 Schedule J will apply to new customers. 

9 Q. Why is MECO proposing to change Schedule J's demand ratchet? 

10 A. MECO is proposing to change Schedule J's demand ratchet for determining the 

11 billing kW from the current 75% ratchet to average demand ratchet for simplicity 

12 and ease of understanding. The proposed average demand ratchet is the same as 

13 the current demand ratchet in Schedule P, making the demand ratchet provisions 

14 for all the demand rate schedules the same and consistent. The average demand 

15 ratchet compares the customer's maximum demand for the current billing period 

16 with the average of his current maximum demand and his maximum demand for 

17 the last 11 months, as well as with Schedule J's minimum billing demand of 

18 25 kW - in determining the customer's billing kW demand. The customer's 

19 demand charge is based on the highest of these three demand values. 

20 Q. How did you determine the proposed changes to the supply voltage adjustments? 

21 A. The determination of the proposed changes to the supply voltage adjustments for 

22 distribution primary supply voltage and distribution secondary supply voltage is 

23 based on the system loss analysis prepared by MECO's Transmission Planning 

24 Division in this rate case. 

25 Q. What is the impact of the proposed changes to Schedule J customers? 
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1 A, MECO-1820 compares the commercial electric bills under the present rates and 

2 proposed rates for various consumption levels. 

3 

4 Schedule H - Commercial Cooking, Heating. Air Conditioning, and Refirgeration 

5 Service 

6 Q. What is Schedule H? 

7 A. Schedule H is an end-use rate that applies to specific commercial electric loads 

8 including commercial cooking, heating, air conditioning, and refrigeration loads 

9 that are less than 600 volts. 

10 Q. What are the proposed changes to Schedule H? 

11 A. The following are the proposed changes to Schedule H: 

12 1. increase the Customer Charge from $27.00 to $40.00 per month for 

13 Single-Phase service, and from $43.00 to $55.00 per month for Three-

14 Phase service; 

15 2. increase the Demand Charge from $4.50 per kWb to $8.00 per kWb; 

16 3. increase the Energy Charge from 18.0021 0/kWh to 32.8358 0/kWh; and 

17 4. close the rate schedule to new customers. 

18 The proposed changes to Schedule H are designed to produce the class's 

19 total allocated revenue requirements of $190,000 as shown in MECO-1817. 

20 Q. How are the proposed customer charge of $40.00 per month for Single-Phase 

21 service and $55.00 per month for Three-Phase service determined? 

22 A. The proposed customer charges recover about 70% of the customer cost shown in 

23 the cost of service study, which is less than the percentage recovery in current 

24 rates. 

25 Q. How is the proposed demand charge of $8.00 per kW determined? 
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1 A. The proposed demand charge of $8.00 per kW is based on about 10% of the 

2 class's full unit demand cost, compared to the current demand charge's recovery 

3 of about 10% of current demand cost. MECO proposes to increase the amount of 

4 demand costs recovered by demand charges in the future, which is also a 

5 movement towards aligning rates with the cost of service. 

6 Q. How did you determine the proposed Energy Charge? 

7 A. The proposed energy charge is based on recovering the class's total allocated 

8 energy-related and demand-related costs as well as the remaining customer-related 

9 costs that are not recovered from the proposed customer charge. 

10 Q. Why is MECO proposing to close Schedule H to new customers? 

11 A. With the proposals to define kW limits in Schedules J and P, MECO is moving 

12 towards clearer distinctions between its commercial cuslomers. The number of 

13 Schedule H customers is relatively small compared to the number of Schedules G, 

14 J, or P customers. MECO would like to close the Schedule H to new customers in 

15 order to plan for a transition for the existing Schedule H customers. The same 

16 proposal has been advanced in the open HELCO and HECO rate cases. 

17 Q. Does that mean that no customer can have new Schedule H service? 

18 A. The Company proposes that there will be no new Schedule H service connections, 

19 with the exception of allowing customers with existing Schedule H service to re-

20 locate their Schedule H service. That is, a customer who terminates Schedule H 

21 service in one location will be allowed to contemporaneously open a new 

22 Schedule H service in another service location. There is no net gain of Schedule 

23 H customers in this situation. 

24 Q. What is the impact of the proposed changes to Schedule H customers? 

25 A. MECO-1820 compares the commercial electric bills under the present rates and 
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1 proposed rates for various consumption levels. 

2 

3 Schedule P - Large Power Service 

4 Q. What is Schedule P? 

5 A. Schedule P is for general power service applicable to commercial or industrial 

6 cuslomers with large power loads of at least 200 kW. 

7 Q. What are the proposed changes to Schedule P? 

8 A. The following are the proposed changes to Schedule P: 

9 1. increase the Demand Charge for the two demand blocks from $8.50 per 

10 kW and $8.00 per kW to $22.00 and $20.00 per kW, respectively; 

11 2. increase the Energy Charge for the three load factor blocks from 

12 IS.8358 0/TcWh, 17.2958 0/kWh, and 15.585S 0/kWh, to 32.1715 

13 0/kWh, 30.6315 0/kWh, and 28.9215 0/kWh, respectively; and 

14 3. change the service voltage adjustments in the Supply Voltage Delivery 

15 provision from the current 4.9%, 3.9%, 2.0%, and 1.0% for transmission 

16 primary, transmission secondary, distribution primary, and distribution 

17 secondary, to 4.4 %, 3.8%, 1.1%, and 0.5 %, respectively. 

18 The proposed changes to Schedule P rates are designed to produce the 

19 proposed allocated class' revenue requirements of $4,356,900 as shown in 

20 MECO-1817. 

21 Q. Please explain how you determined the proposed demand charges? 

22 A. The proposed demand charge for the first demand block is designed to recover 

23 approximately 26% of the class's unit demand cost, compared to about 17% 

24 recovery in existing rates. MECO proposes to increase the amount of demand 

25 costs recovered by demand charges, which is also a movement towards aligning 
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1 rates with the cost of service. The proposed demand charge for the 2"*̂  demand 

2 block recovers about 24% of demand cost. 

3 Q. How are the proposed energy charges determined? 

4 A. The proposed energy charges are based on recovering the class's proposed 

5 allocated total revenue requirements less the revenues recovered from the 

6 proposed customer and demand charges. This includes the entire energy-related 

7 costs (or variable costs) and the remainder of the customer-related costs and the 

8 demand-related costs (or fixed costs) that are not recovered from the proposed 

9 customer and demand charges. The proposed energy rates for each energy block 

10 have approximately the same cents per kWh increase over the current Schedule P 

11 energy block rates. 

12 Q. How did you determine the proposed changes to the supply voltage adjustments? 

13 A. The determination of the proposed changes to the supply voltage adjustments for 

14 distribution primary supply voltage and distribution secondary supply voltage is 

15 based on the system loss analysis prepared by MECO's Transmission Planning 

16 Division in this rate case. 

17 Q. What is the impact of the proposed changes to Schedule P customers? 

18 A. MECO-1820 compares the commercial electric bills under the present rates and 

19 proposed rates for various consumption levels. 

20 

21 Schedule F - Public Street Lighting 

22 Q. What is Schedule F? 

23 A. Schedule F is for public street and highway lighting. 

24 Q. What are the proposed changes to Schedule F? 

25 A. The following are the proposed changes to Schedule F: 
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1 2) increase the energy charge for the two load factor blocks from the 

2 current 21.0335 0/kWh and 16.5415 0/kWh to 36.8235 0/kWh and 

3 32.3315 0/kWh, respectively. 

4 The proposed changes to Schedule F rates are designed lo produce the 

5 proposed allocated class' revenue requirements of $38,800, as shown in 

6 MECO-1817. 

7 Q. Please explain how you derived the proposed energy charges for the two load 

8 factor blocks? 

9 A. Like Schedule R and Schedule G, the proposed energy rates for Schedule F are 

10 determined to recover the remainder of the class' allocated revenue requirements 

11 at proposed rates that are not recovered in the proposed customer and minimum 

12 charges. This includes the class's entire energy cost and the remainder of the 

13 customer and demand costs that are not recovered in the proposed customer and 

14 minimum charges. The proposed energy rates for each energy block have 

15 approximately the same cents per kWh increase over the current Schedule F 

16 energy block rates. 

17 Q. What is the impact of the proposed changes to Schedule F customers? 

18 A. MECO-1820 compares the commercial electric bills under the present rates and 

19 proposed rates for various consumption levels. 

20 

21 Schedule U - Time-of-Use Service 

22 Q. What is Schedule U? 

23 A. Schedule U is an optional Time-of-Use Service for commercial or industrial 

24 customers with loads of at least 25 kW. Customers who qualify for service under 

25 Schedule J or P can elect to be served under Schedule U. 
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1 Schedule U provides an on-peak demand charge and time-differentiated 

2 energy rates. For instance, the demand charge is applied only to kW load used 

3 during the on-peak period, and the energy rates are differentiated by the time-of-

4 use rating periods. Service under Schedule U is based on customer election. 

5 Q. What are the proposed changes to Schedule U? 

6 A. The proposed changes to Schedule U include the following: 

7 3) increase the Energy Charge from the current 20.6089 0/kWh for the on-

8 peak period to 34.9321 0/kWh, and from 15.5858 0/kWh for the off-

9 peak period to 28.9215 0/kWh; 

10 4) change the service voltage adjustments in the Supply Voltage Delivery 

11 provision from the currenl 4.9%, 3.9%, 2.0%, and 1.0% for transmission 

12 primary, transmission secondary, distribution primary, and distribution 

13 secondary, to 4.4 %, 3.8%, 1.1%, and 0.5 %, respectively; and 

14 3) close the Schedule to new customers. 

15 Q. How did you determine the proposed time-of-use energy rates for Schedule U? 

16 A. The Proposed On-Peak Energy Rate of 34.9321 0/kWh is the same as the first 

17 block energy rate in the proposed Schedule J charges, and the proposed Off-Peak 

18 Energy Rate of 28.9215 0/kWh is the same as the third block energy rate in the 

19 proposed Schedule P charges. This is the same derivation that was used in test 

20 year 1999 to set the existing Schedule U rates. 

21 Q. How did you determine the proposed changes to the supply voltage adjustments? 

22 A. The determination of the proposed changes to the supply voltage adjustments is 

23 based on the system loss analysis prepared by MECO's Transmission Planning 

24 Division in this rate case. 

25 Q. Why is the Company proposing to close Schedule U to new customers? 
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1 A. There are no customers currently receiving Schedule U service. The Company 

2 wants to target the time-of-use rate options to specific classes of customers. The 

3 Company proposes in this docket to offer a time-of-use option only for Schedule J 

4 customers (TOU-J) and a time-of-use option only for Schedule P customers 

5 (TOU-P), rather than have one rate option (Schedule U) try to serve both classes 

6 of customers. A discussion of the Company's new time-of-use proposals follows 

7 below. 

8 

9 Rider T - Time-of-Dav Rider 

10 Q. What is Rider T? 

11 A. Rider T is an optional time-of-use service rider for commercial or industrial 

12 customers with power loads of at least 25 kW who are served under Schedule J, or 

13 Schedule?. RiderTmodifiesorprovidesadjustments to the applicable rate 

14 schedule's demand and energy rates, which effectively results in time-of-use price 

15 signals. It was aimed at encouraging customers to manage their loads in order to 

16 help reduce the system peak load and defer the need for the next capacity addition. 

17 Q. Is MECO proposing any changes to the Rider T? 

18 A. Yes. MECO is proposing the following changes to Rider T; 

19 1. add terms and conditions that would allow customers to do emergency 

20 maintenance on their equipment without considering its impact on the 

21 customers' maximum on-peak demand in the determination of their 

22 billing demand. 

23 

24 Rider M - Off-Peak and Curtailable Service 

25 Q. What is Rider M? 
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1 A. Rider M is an optional off-peak and Curtailable service applicable to Schedule J 

2 customers with loads greater than 100 kW, and to customers served under 

3 Schedule P with loads greater than 300 kW. Rider M provides load management 

4 incentives to customers by modifying the determination of the billing demand 

5 under Schedules J or P. It offers two load management service options; Option A 

6 - Off-Peak Service, and 

7 Option B - Curtailable Service. 

8 The Rider M - Off-Peak Service (Option A) encourages customers to shift 

9 their load to the off-peak hours by basing the determination of the billing demand 

10 only on the customers' kW demand during the on-peak period. The Rider M -

11 Curtailable Service (Option B) encourages customers to shift their load to off-

12 peak hours by reducing the customers' billing demand by 75% of the kW load that 

13 they curtail during the Company's priority peak period, or by 40% of the kW load 

14 that they curtail for a two-hour duration specified by the Company. 

15 Q. Is MECO proposing any changes to Rider M? 

16 A. Yes. The following are the proposed changes to Rider M: 

17 1. modify the Availability Clause to appropriately reference the new 

18 Schedule TOU-J and Schedule TOU-P. 

19 

20 Rider I - Intermptible Contract Service 

21 Q. What is Rider I? 

22 A. Rider I is an optional intermptible service available to large power customers with 

23 intermptible kW load of at least 500 kW. 

24 Q. Did MECO propose any changes to Rider I? 

25 A. No, no changes are proposed. 
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I 

2 Schedule 0 - Purchases from Oualifying Facilities 100 kW or Less 

3 Q. What is Schedule Q? 

4 A. Schedule Q applies to customers with small production facilities with design 

5 capacity of 100 kW or less, qualifying under Chapter 74, Title 6 of the PUC 

6 Rules, and who have a purchase power contract with the Company. Schedule Q 

7 provides the energy rates and energy cost adjustment that the Company pays for 

8 energy purchased by the Company from the customer, and the metering charge to 

9 the customer for metering, billing and administration of the purchase power 

10 contract. 

11 Q. Are there proposed changes to Schedule Q? 

12 A. Yes. The following are the proposed changes to Schedule Q: 

13 3) change the Energy Rates for energy delivered to the Company by the 

14 customer from the current 8.74 0/kWh to 21.81 0/kWh; and 

15 4) change the generation base fuel cost from the current 773.27 0/mbtu 

16 to 1,960.44 0/mbtu. 

17 Q. Howwastheproposed energy rateof21.81 0/kWH for energy delivered to 

18 MECO deterrained? 

19 A. The proposed energy rate of 21.81 0/kWh for energy dehvered by the customer to 

20 MECO is based on the test-year estimates of the Company's generation cost and 

21 Distributed Generation cost and efficiency factors discussed in MECO T-4. 

22 Q. What is the basis of the changes to Schedule Q's Energy Cost Adjustment Clause? 

23 A. The proposed 1,960.44 0/mbtu in Schedule Q's Energy Cost Adjustment Clause is 

24 based on the test-year estimate of the total composite generation cost including 

25 Distributed Generation costs and discussed in MECO T-19. The test-year fuel 
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1 price and efficiency factors used to determine this composite generation cost are 

2 discussed in MECO T-4. 

3 

4 Energy Cost Adiustment Clause 

5 Q. What is the Energy Cost Adjustment Clause? 

6 A. The Energy Cost Adjustment Clause (ECAC) is a reconciliation mechanism that 

7 allows the Company to recover or refund the difference between the fuel price 

8 embedded in the base rates and the fuel price that it actually pays. 

9 Q. What are the proposed changes to ECAC? 

10 A. The following are the proposed changes to ECAC: 

11 1. modify the ECAC's Applicability Clause to include the new 

12 Schedule TOU-R, Schedule TOU-G, Schedule TOU-J, and Schedule 

13 TOU-P; 

14 2. change the base fuel cost for Company generation from the current 

15 1,067.32 0/mbtu to 1,960.44 0/mbtu Company composite cost of 

16 generation from central station and other generation; 

17 3. change the Company generation efficiency factor from the current 

18 0.010678 mmbtu/kWh to use three separate efficiency factors, 

19 0.010577 mmbtu/kWh for industrial fiiel oil (IFO), 0.010577 

20 mmbtu/kWh for diesel fiiel, and 0.010577 mmbtu/kWh for other 

21 company generation sources; 

22 4. add a distributed generation (DG) energy component in the Clause at 

23 19.673 cents per kWh, adjusted to the sales delivery level and for 

24 revenue taxes; and 

25 5. change the base purchased energy cost from the current 7.695 0/kWh 
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1 lo 19.673 0/kWh. 

2 Q. How are the proposed changes to the above ECAC parameters determined? 

3 A. The proposed changes to the base fuel costs, generation efficiency factors, DG 

4 energy component, and base purchased energy cost are discussed in MECO T-4. 

5 The ECAC calculations are presented in MECO T-19. 

6 

7 Integrated Resource Planning Cost Recovery Provision 

8 Q. What is the Integrated Resource Planning Cost Recovery Provision ("IRP 

9 Clause")? 

10 A. The IRP Clause is a cost recovery mechanism for the incremental costs incurred 

11 by the Company related to incremental IRP-related activities, and the recovery of 

12 the incremental DSM costs which include program costs (excluding base labor), 

13 lost margin and shareholder incentives. 

14 Q. Does the Company still require an IRP clause? 

15 A. Yes. The Company will have to retain the IRP clause for use in reconciling the 

16 recovery of the 1995-2005 IRP costs that MECO afready recovered per stipulated 

17 agreement with the CA subject to refund with interest, with the amounts of such 

18 costs that the PUC would ultimately find reasonable and allow MECO to recover. 

19 Additionally, MECO will also use the current IRP clause to recover DSM 

20 program costs that are approved for recovery by the Commission. 

21 

22 Green Pricing Program Provision 

23 Q. What is the Green Pricing Program Provision? 

24 A. The Green Pricing Program Provision is a voluntary fund-raising program that is 

25 open to Island residents and non-residents for purposes of funding the 
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1 development of renewable energy facilities on the Island. The voluntary 

2 contributions received from this Green Pricing Program have been used for such 

3 programs as the Sun Power for Schools Pilot Program which funds the installation 

4 of photovoltaic systems in public schools. 

5 Q. Are there changes proposed to the Green Pricing Program? 

6 A. No. There are no changes proposed to the Green Pricing Program. 

7 

8 New Rate Schedules 

9 Q. Is MECO proposing any new rate schedules for Lanai Division? 

10 A. Yes. MECO is proposing four new rate schedules for Lanai Division; 

11 1. Schedule TOU-R - Residential Time-of-Use Service; 

12 2. Schedule TOU-G - Small Commercial Time-of-Use Service; 

13 3. Schedule TOU-J - Commercial Time-of-Use Service; and 

14 4. Schedule TOU-P - Large Power Time-of-Use Service. 

15 

16 Optional Time-of-Use Service Rate Schedules 

17 Q. Please describe the goals of offering four new time-of-use rate options in this case. 

18 A. The Company proposes to offer four new time-of-use rate options in this case, 

19 Schedule TOU-R - Residential Time-of-Use Service, Schedule TOU-G - Small 

20 Commercial Time-of-Use Service, Schedule TOU-J - Commercial Time-of-Use 

21 Service, and Schedule TOU-P - Large Power Time-of-Use Service, in order to 

22 extend to all customers the opportunity to choose time-of-use rates, to estabhsh a 

23 consistency in rate design for all time-of-use rate options, and to manage 

24 participation and collect data for future time-of-use rate designs. Making 

25 time-of-use rate options available to all customers, with the exception of street 
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1 light customers, is consistent with the approach taken in the recent HECO rate 

2 cases, Docket No. 04-0113 and Docket No. 2006-0386, as well as in HELCO's 

3 test year 2006 rate case. Docket No. 05-0315. It is consistent with the goals of the 

4 Energy Policy Act of 2005. The proposed time-of-use rate options have consistent 

5 time-of-use rating periods (priority peak, mid-peak, and off-peak periods) and 

6 consistent rate designs (demand charge based on priority peak and mid-peak, no 

7 demand ratchet, separate energy charges for each rating period). The time-of-use 

8 rate options are intended to create lower electric bills for customers who modify 

9 their existing energy consumption pattems. The Company proposes to manage 

10 participation in these optional rates while collecting dala for future time-of-use 

11 rate design offerings by setting a limit on the number of meters that can participate 

12 in certain optional rate schedules. The meter limit facilitates effective 

13 implementation of these rate options since the current billing system cannot bill 

14 time-of-use rates automatically, and in case the new Customer Information 

15 System (CIS) is not yet in place by the time these proposed rates are approved. In 

16 addition, the Company has not estimated any revenue adjustment for customer 

17 participation in these time-of-use rate options, so the meter limit helps to mitigate 

18 any negative revenue impact that the Company might experience in implementing 

19 these rate options. 

20 

21 Schedule TOU-R - Residential Time-of-Use Service 

22 Q. Please describe MECO's proposed Schedule TOU-R for Lanai Division. 

23 A. Customers currently served under Schedule R are eligible to elect time-of-use 

24 service under Schedule TOU-R. The proposed Schedule TOU-R has the 

25 following parameters: 
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1 1. Customer Charge: $7.50 per month for Single-Phase Service, and 

2 $12.00 per month for Three-Phase service; 

3 2. Energy Charge: Calculated in the same manner and at the same rates 

4 as the proposed Schedule R, with the following time-of-use energy 

5 rate adjustments: 

6 Priority Peak Period kWh use +5.00 per kWh, 

7 Mid-Peak Period kWh use + 2.5 0 per kWh, and 

8 Off-Peak Period kWh use - 5.0 0 per kWh; 

9 3. Minimum Bill is the same as proposed for Schedule R; 

10 4. Time-of-Use rating periods are the following; 

11 Priority Peak Period: 5:00 p.m. - 9:00 p.m., Monday - Friday 

12 Mid-Peak Period: 7:00 a.m.-5:00 p.m., Monday-Friday 

13 7:00 a.m.-9:00 p.m., Saturday-Sunday 

14 Off-Peak Period: 9:00 p.m. - 7 a.m., Daily; and 

15 5. Service is limited to a maximum of 300 meters across all three 

16 MECO divisions. 

17 Q. How did you determine proposed customer charge for the single-phase service 

18 and three-phase service? 

19 A. The proposed customer charge of $7.50 for Single-Phase Service and $12.00 for 

20 Three-Phase Service are the same as the proposed customer charges for 

21 Schedule R. 

22 Q. How were the proposed time-of-use energy rate adjustments determined? 

23 A. The proposed time-of-use energy rate adjustment for all kWh used in the priority 

24 peak period of + 5,0 0/kWh is based on 250% of the existing on-peak energy 

25 surcharge for Rider T customers. The proposed time-of-use energy rate 
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1 adjustment for all kWh used in the mid-peak period of+2.5 0/kWh is based on 

2 125% of the existing on-peak energy surcharge for Rider T customers. The 

3 proposed time-of-use energy rate adjustment for all kWh used in the off-peak 

4 period is based on about 170% of the existing off-peak energy credit for Rider T 

5 customers. However, even at the lowest energy tier, the effective off-peak kWh 

6 rate on Schedule TOU-R exceeds the off-peak marginal energy cost rate for 2007, 

7 and therefore makes a contribution towards fixed cost recovery. 

8 Q. Are these time-of-use rating periods the same as currently used in MECO's 

9 existing time-of-use Riders or Schedules? 

10 A. Yes, the time-of-use rating periods proposed for Schedule TOU-R are the same as 

11 used in MECO's existing Rider M, Rider T, and Schedule U. 

12 

13 Schedule TOU-G- Small Commercial Time-of-Use Service 

14 Q. Please describe HELCO's proposed Schedule TOU-G for Lanai Division. 

15 A. Customers currently served under Schedule G are eligible to elect time-of-use 

16 service under Schedule TOU-G. The proposed Schedule TOU-G has the 

17 following parameters: 

18 1. Customer Charge; $30.00 per month for Single-Phase Service, and 

19 $45.00 per month for Three-Phase service; 

20 2. Energy Charges; Apply to all kWh 

21 Priority Peak Period kWh use 40.4062 0 per kWh, 

22 Mid-Peak Period kWh use 37.9062 0 per kWh, and 

23 Off-Peak Period kWh use 30.4062 0 per kWh; 

24 3. Minimum Bill is the same as the proposed Schedule TOU-G 

25 customer charge; 



MECO T-18 
DOCKET NO. 2006-0387 
PAGE69 0F111 

1 4. Time-of-Use rating periods are the following; 

2 Priority Peak Period: 5:00 p.m. - 9:00 p.m., Monday- Friday 

3 Mid-Peak Period: 7:00 a.m. - 5:00 p.m., Monday - Friday 

4 7:00 a.m. - 9:00 p.m., Saturday - Sunday 

5 Off-Peak Period: 9:00 p.m. - 7 a.m.. Daily; and 

6 5. Service is limited to a maximum of 100 meters across all three 

7 MECO divisions. 

8 Q. How did you determine proposed customer charge for the single-phase service 

9 and three-phase service? 

10 A. The proposed customer charge of $30.00 for Single-Phase Service and $45.00 for 

11 Three-Phase Service are the same as the proposed customer charges for 

12 Schedule G. 

13 Q. How were the proposed time-of-use energy rate adjustments determined? 

14 A. The proposed time-of-use energy rate for all kWh used in the priority peak period 

15 of 40.4062 0/kWh is based on the proposed Schedule G energy rate plus 250% of 

16 the existing on-peak energy surcharge for Rider T customers. The proposed time-

17 of-use energy rate adjustment for all kWh used in the mid-peak period of 37.9062 

18 0/kWh is based on the proposed Schedule G energy rate plus 125% of the existing 

19 on-peak energy surcharge for Rider T customers. The proposed time-of-use 

20 energy rate adjustment for all kWh used in the off-peak period of 30.4062 0/kWh 

21 is based on the proposed Schedule G energy rate less about 170% of the existing 

22 off-peak energy credit for Rider T customers. The off-peak kWh rate on Schedule 

23 TOU-G exceeds the off-peak marginal energy cost rate for 2007, and therefore 

24 makes a contribution towards fixed cost recovery. 

25 Q. Are these time-of-use rating periods the same as currently used in MECO's 
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1 existing time-of-use Riders or Schedules? 

2 A. Yes, the time-of-use rating periods proposed for Schedule TOU-G are the same as 

3 used in MECO's existing Rider M, Rider T, and Schedule U. 

4 

5 Schedule TOU-J - Commercial Time-of-Use Service 

6 Q. Please describe MECO's proposed Schedule TOU-J for Lanai Division. 

7 A. Customers currently served under Schedule J are eligible to elect time-of-use 

8 service under Schedule TOU-J. The proposed Schedule TOU-J has the following 

9 parameters: 

10 1. Customer Charge: $55.00 per month for Single-Phase Service, and 

11 $70.00 per month for Three-Phase service; 

12 2. Demand Charge of $13.50 per kW if customer's maximum demand 

13 occurs during the priority peak period and $9.00 per kW if it occurs 

14 during the mid-peak period. 

15 3. Energy Charges: Apply to all kWh 

16 Priority Peak Period kWh use 40.4946 0 per kWh, 

17 Mid-Peak Period kWh use 38.4946 0 per kWh, and 

18 Off-Peak Period kWh use 28.4946 0 per kWh; 

19 4. Minimum Bill is the same as proposed for Schedule J, the sum of the 

20 Customer Charge and the Demand Charge; and 

21 5. Time-of-Use rating periods are the following: 

22 Priority Peak Period: 5:00 p.m. - 9:00 p.m., Monday- Friday 

23 Mid-Peak Period: 7:00 a.m. - 5:00 p.m., Monday - Friday 

24 7:00 a.m. - 9:00 p.m., Saturday - Sunday 

25 Off-Peak Period: 9:00 p.m. - 7 a.m.. Daily. 
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1 Q. How did you determine proposed customer charge for the single-phase service 

2 and three-phase service? 

3 A. The proposed customer charge of $55.00 for Single-Phase Service and $70.00 for 

4 Three-Phase Service are based on the proposed customer charges for Schedule J, 

5 plus an additional $10.00 per month, which is the same as the current time-of-use 

6 meter charge in Rider T and Rider M. 

7 Q. Please explain the proposed demand charge for Schedule TOU-J. 

8 A. The proposed demand charge under Schedule TOU-J is based on the customer's 

9 maximum measured kW demand for the billing period. The Company is not 

10 proposing a demand ratchet in the determination of the billing demand - the same 

11 as in the current Schedule U. However, the minimum billing demand of 25 kW 

12 still applies. If the customer's maximum measured kW demand for the billing 

13 period occurs during the priority peak hours, the priority peak demand charge of 

14 $13.50 per kW is applied. If the customer's maximum measured kW demand for 

15 the billing period occurs during the mid-peak hours, the mid-peak demand charge 

16 of $9.00 per kW is applied. In other words, a customer is charged either the 

17 $13.50 per kW Priority Peak demand charge or the $9.00 per kW Mid-Peak 

18 demand charge based on when his maximum kW demand occurs. There is no 

19 demand charge for kW load during the off-peak hours. The determination of 

20 demand provision in the proposed Schedule TOU-J specifies the application of the 

21 proposed demand charge. 

22 Q. How did you determine the proposed priority peak demand charge and the mid-

23 peak demand charge? 

24 A. The proposed demand charge of $13.50 per kW for the priority peak period is 

25 based on recovering approximately 50% of full unit demand cost for Schedule J at 
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1 proposed rates. The proposed demand charge of $9.00 per kW for mid-peak 

2 period is the same as the proposed demand charge for Schedule J. 

3 Q. How were the proposed time-of-use energy rate adjustments determined? 

4 A. The proposed time-of-use energy rate for all kWh used in the priority peak period 

5 of 40.4946 0/kWh is based on the weighted average of the proposed Schedule J 

6 energy rates plus 300% of the existing on-peak energy surcharge for Rider T 

7 customers. The proposed time-of-use energy rate adjustment for all kWh used in 

8 the mid-peak period of 38.4946 0/kWh is based on the weighted average of the 

9 proposed Schedule J energy rates plus 200% of the existing on-peak energy 

10 surcharge for Rider T customers. The proposed time-of-use energy rate 

11 adjustment for all kWh used in the off-peak period of 28.4946 0/kWh is based on 

12 the weighted average of the proposed Schedule J energy rates less about 200% of 

13 the existing off-peak energy credit for Rider T customers. The off-peak kWh rate 

14 on Schedule TOU-J exceeds the off-peak marginal energy cost rate for 2007. 

15 Q. Are these time-of-use rating periods the same as currently used in MECO's 

16 existing time-of-use Riders or Schedules? 

17 A. Yes, the time-of-use rating periods proposed for Schedule TOU-J are the same as 

18 used in MECO's existing Rider M, Rider T, and Schedule U. 

19 

20 Schedule TOU-P - Large Power Time-of-Use Service 

21 Q. Please describe MECO's proposed Schedule TOU-P for Lanai Division. 

22 A. Customers currently served under Schedule P are eligible to elect time-of-use 

23 service under Schedule TOU-P. The proposed Schedule TOU-P has the following 

24 parameters: 

25 1. Customer Charge; $210.00 per month; 
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1 2. Demand Charge of $42.00 per kW if customer's maximum demand 

2 occurs during the priority peak period and $22.00 per kW if it occurs 

3 during the mid-peak period. 

4 3. Energy Charges; Apply to all kWh 

5 Priority Peak Period kWh use 36.8390 0 per kWh, 

6 Mid-Peak Period kWh use 34.8390 0 per kWh, and 

7 Off-Peak Period kWh use 24.8390 0 per kWh; 

8 4. Minimum Bill is the same as proposed for Schedule P, the sum of 

9 the Customer Charge and the Demand Charge; and 

10 5. Time-of-Use rating periods are the following: 

11 Priority Peak Period: 5:00 p.m. - 9:00 p.m., Monday - Friday 

12 Mid-Peak Period: 7:00 a.m. - 5:00 p.m., Monday- Friday 

13 7:00 a.m. - 9:00 p.m., Saturday - Sunday 

14 Off-Peak Period; 9:00 p.m. - 7 a.m.. Daily. 

15 Q. How did you determine proposed customer charge? 

16 A. The proposed customer charge of $210.00 per month is based on the proposed 

17 customer charge for Schedule P, plus an additional $10.00 per month, which is the 

18 same as the current time-of-use meter charge in Rider T and Rider M. 

19 Q. Please explain the proposed demand charge for Schedule TOU-P. 

20 A. The proposed demand charge under Schedule TOU-P is based on the customer's 

21 maximum measured kW demand for the billing period. The Company is not 

22 proposing a demand ratchet in the determination of the billing demand - the same 

23 as in the current effective Schedule U. However, the minimum billing demand of 

24 200 kW still applies. If the customer's maximum measured kW demand for the 

25 billing period occurs during the priority peak hours, the priority peak demand 
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1 charge of $42.00 per kW is applied. If the customer's maximum measured kW 

2 demand for the billing period occurs during the mid-peak hours, the mid-peak 

3 demand charge of$22.00 per kW is applied. In other words, a customer is 

4 charged either the $42.00 per kW Priority Peak demand charge or the $22.00 per 

5 kW Mid-Peak demand charge based on when his maximum kW demand occurs. 

6 There is no demand charge for kW load during the off-peak hours. The 

7 determination of demand provision in the proposed Schedule TOU-P specifies the 

8 apphcation of the proposed demand charge. 

9 Q. How did you determine the proposed priority peak demand charge and the mid-

10 peak demand charge? 

11 A. The proposed demand charge of $42.00 per kW for the priority peak period is 

12 based on recovering approximately 50% of full unit demand cost for Schedule P at 

13 proposed rates. The proposed demand charge of $22.00 per kW for mid-peak 

14 period is the same as the proposed demand charge for the first kW tier on 

15 Schedule P. 

16 Q. How were the proposed time-of-use energy rate adjustments determined? 

17 A. The proposed time-of-use energy rate for all kWh used in the priority peak period 

18 of 36.8390 0/kWh is based on the weighted average of the proposed Schedule P 

19 energy rates plus 300% of the existing on-peak energy surcharge for Rider T 

20 customers. The proposed time-of-use energy rate adjustment for all kWh used in 

21 the mid-peak period of 34.8390 0/kWh is based on the weighted average of the 

22 proposed Schedule P energy rates plus 200% of the existing on-peak energy 

23 surcharge for Rider T customers. The proposed time-of-use energy rate 

24 adjustment for all kWh used in the off-peak period of 24.8390 0/kWh is based on 

25 the weighted average of the proposed Schedule P energy rates less about 200% of 
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1 the existing off-peak energy credit for Rider T customers. The off-peak kWh rate 

2 on Schedule TOU-P exceeds the off-peak marginal energy cost rate for 2007. 

3 Q. Are these time-of-use rating periods the same as currently used in MECO's 

4 existing time-of-use Riders or Schedules? 

5 A. Yes, the time-of-use rating periods proposed for Schedule TOU-P are the same as 

6 used in MECO's existing Rider M, Rider T, and Schedule U. 

7 

8 Standby Charge 

9 Q. Are there any other proposed new rates? 

10 A. Pursuant to Decision and Order No. 22248 in Docket No. 03-0371 on Distributed 

11 Generation, the Company proposed Standby Rates for Maui, Lanai, and Molokai 

12 Divisions. The proposed Standby Rates will be reviewed in a separate 

13 proceeding. Docket No. 2006-0497, pursuant to the Commission's Order No. 

14 23171. 

15 

16 Electric Vehicle Charging Rates 

17 Q. Is MECO proposing to terminate any existing rate schedule or rate adjustment for 

18 Maui Division? 

19 A. Yes. MECO is proposing to withdraw the Rider EV-R - Residential Electric 

20 Vehicle Charging Service, Rider EV-C - Commercial Electric Vehicle Charging 

21 Service. MECO is also terminating the Firm Capacity Surcharge refund for the 

22 termination of capacity payments to Pioneer Mill. This reduction in capacity 

23 payments is reflected in the test-year estimates of the purchased power expense 

24 and embedded in the new proposed rate changes. 

25 Q. Why is MECO proposing to withdraw Riders EV-R and EV-C? 
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1 A. HECO's Rider EV-R and Rider EV-C became effective on July 6, 1998. On 

2 August 13,1998, HECO agreed to defer implementation of the riders per 

3 Commission's request in an August 3, 1998 letter. HECO has not received PUC 

4 approval to implement these riders, although they remamed in MECO's current 

5 effective rates. 

6 More importantly, MECO's proposed Schedule TOU-R, Schedule TOU-G, 

7 Schedule TOU-J, and Schedule TOU-P will also apply to electric vehicle charging 

8 service. These proposed new Schedules will provide time-of-use service to 

9 electric vehicle charging without the need to separately meter these loads from the 

10 rest of the customers' electric loads, as required under the Rider EV-R and Rider 

11 EV-C, which were available only for the electric vehicle charging load. 

12 

13 MOLOKAI DIVISION RATE DESIGN PROPOSAL 

14 Q. What are the proposed changes to Molokai Division existing rates? 

15 A. The proposed rate design changes to each Molokai Division rate schedule are 

16 summarized below: 

17 

18 Schedule R - Residential Service 

19 Q. What is Schedule R? 

20 A. Schedule R is for residential electric service applicable to individually metered 

21 residential dwelling units. 

22 Q. What are the proposed changes to Schedule R? 

23 A. The following are the proposed changes to Schedule R: 

24 1. increase the Base Fuel Energy Charge from 5.3991 0/kWh to 

25 21.7788 0/kWh; and 
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1 2. change the Non-Fuel Energy Charge from 12.0392 0/kWh to three 

2 tiers, 12.5944 0/kWh for the first 250 kWh, 13.7500 0/kWh for the 

3 next 500 kWh, and 14.0055 0/kWh for all kWh over 750 kWh per 

4 billing period. 

5 The proposed changes to Schedule R are designed to produce the proposed 

6 allocated class revenue requirements of $4,796,900 as shown in MECO-1818. 

7 Q. How is the proposed Base Fuel Energy Charge determined? 

8 A. The proposed Base Fuel Charge of 21.7788 0/kWh is based on the test-year 

9 composite fuel price for base generation, base purchase power, and base cost of 

10 fuel for MECO's distributed generation units. See the calculation of the Base Fuel 

11 Energy Charge in MECO-1814. 

12 Q. What are the merits of the proposed inclining block rate design for Non-Fuel 

13 Energy Charges? 

14 A. The merits on an inclining block rate design include mitigation of rate impact on 

15 the smallest users of the system, pricing signals that encourage conservation, and 

16 assignment of a greater share of the cost increase to the larger users. HELCO has 

17 made a similar proposal for Schedule R in Docket No. 05-0315, its 2006 test year 

18 rate case, and HECO also has such a proposal in Docket No. 2006-0386, its 2007 

19 test year rate case. 

20 Q. Does the inclining block rate design address the challenges facing low income 

21 residential ratepayers? 

22 A. The inclining block rate design does benefit most residential ratepayers, including 

23 low income residential ratepayers, by offering a lower electricity price for the 

24 initial kWh of usage. However, the Company recognizes that the rate design 

25 alone does not fully address the challenges facing low income residents whose 
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1 usage extends beyond the boundary of the first tier. The Company plans to 

2 develop a program to address the issues of low income residential ratepayers, and 

3 plans to introduce its proposal subsequently in this case. 

4 Q. What are the features of the inclining block rate proposal for the proposed Non-

5 Fuel Energy Charges? 

6 A. The features are three tiers, one for the first 250 kWh used in the billing period, 

7 one for the next 500 kWh used in the billing period, or kWh usage between 

8 250 kWh and 750 kWh, and a third tier for kWh usage above 750 kWh per billing 

9 period. Each tier has a different non-fuel energy charge per kWh, with the first 

10 250 kWh having the lowest proposed non-fuel energy charge and kWh usage over 

11 750 kWh having the highest proposed non-fuel energy charge. 

12 Q. How were the sizes of the kWh tiers determined? 

13 A. The first tier, up to 250 kWh, was set to provide the lowest energy rate for a base 

14 kWh usage level. The second tier, from 250 kWh to 750 kWh, was to set to 

15 capture the majority of the kWh. As shown in MECO-1815, about 31% of 

16 customer bills fall into the lowest tier, 55% of customer bills fall into the middle 

17 tier, and 14% of the customer bills fall into the highest tier. However, 

18 approximately 90% of all kWh will be billed at either the first or second tier rate. 

19 The tiers are designed so that most of the usage is covered by the first two tiers 

20 and only the very highest residential customer usage will incur the third tier 

21 energy charges. 

22 Q. How were the Non-Fuel Energy Charges for the kWh tiers determined? 

23 A. The guidelines used to determine the non-fuel energy charges for the kWh tiers 

24 were to collect the demand and customer costs that are not recovered by the 

25 customer and minimum charges, to target approximately a 2% to 3% bill increase 
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1 for customers whose billing quantities fell into the first tier only, and to target no 

2 more than approximately the class average increase, 5.3%, for customers whose 

3 billing quantities fell into the first and second tiers. Note that the proposed rate 

4 increase for billing quantities up to 250 kWh ranges up to 3.2%, the proposed rate 

5 increase for billing quantities between 250 kWh and 750 kWh ranges between 

6 3.2% and 5.6%, and the proposed rate increase for billing quantities above 750 

7 kWh ranges between 5.6% and 7.7% compared to present rates. 

8 Q. What is the impact of the proposed changes to Schedule R on the residential 

9 customers? 

10 A. MECO-1821 compares the residential electric bills under the present rates and 

11 proposed rates for various consumption levels. 

12 

13 Schedule E - Electric Service for Emplovees 

14 Q. What is Schedule E? 

15 A. Schedule E is for electric residential service for Company employees and retirees, 

16 and members of the Company's Board of Directors. 

17 Q. Are there any changes to Schedule E? 

18 A. No. There are no proposed changes to Schedule E. 

19 

20 Schedule G - General Service Non-Demand 

21 Q. What is Schedule G? 

22 A. Schedule G is for general power service applicable to small commercial customers 

23 with loads not exceeding 5,000 kWh per month or loads less than or equal to 

24 25 kW. 

25 Q. What are the proposed changes to Schedule G? 
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1 A, The following are the proposed changes to Schedule G; 

2 1. increase the Customer Charge from $22.00 to $23.00 per month for 

3 Single-Phase service, and from $33.00 to $34.00 per month for 

4 Three-Phase service; 

5 2. increase the Energy Charge from 23.7929 0/kWh to 41.7728 0/kWh; 

6 3. increase the Minimum Charge from $27.00 to $28.00 per month for 

7 Single-Phase service, and from $38.00 to $39.00 per month for 

8 Three-Phase service; and 

9 4. change the Primary Supply Voltage Service from 2.0% to 1.1 % for 

10 distribution primary (DP) customers, and from 1.0% to 0.5% for 

11 distribution secondary (DS) customers. 

12 The proposed changes to Schedule G are designed to produce the proposed 

13 allocated class revenue requirements of $1,793,500 as shown in MECO-1818. 

14 Q. How did you determine the proposed customer charge for Single-Phase and 

15 Three-Phase Service? 

16 A. The proposed customer charges are designed to recover about 90% of the 

17 Schedule G customer cost of service, which is about the same as the level from the 

18 final rate design in MECO's test year 1999 rate case. 

19 Q. How are the proposed minimum charges for Single-Phase and Three-Phase 

20 service determined? 

21 A. The proposed minimum charges maintain the $5.00 difference between customer 

22 charges and minimum charges that are contained in existing rates. 

23 Q. How is the proposed Energy Charge of 41.7728 0/kWh determined? 

24 A. The proposed Energy Charge of 41.7728 0/kWh recovers the remainder of the 

25 class' allocated revenue requirements at proposed rales that are not recovered 
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1 from the proposed customer charges and minimum charges. This includes all of 

2 the class' energy costs and the remainder of the class' allocated fixed costs. 

3 Q. How are the proposed changes to the Primary Supply Voltage adjustments 

4 determined? 

5 A. The proposed changes to the Primary Supply Voltage adjustments are based on 

6 the system loss analysis prepared by MECO's Transmission Planning Division in 

7 this rate case. 

8 Q. What is the impact of the proposed changes to Schedule G customers? 

9 A. MECO-1821 compares the commercial electric bills under the present rates and 

10 proposed rates for various consumption levels. 

11 

12 Schedule J - General Service Demand 

13 Q. What is Schedule J? 

14 A. Schedule J is for general power service applicable to commercial customers with 

15 loads greater than 5,000 kWh per month or greater than 25 kW. The current 

16 Schedule J allows commercial customers to change service from Schedule J to any 

17 of the applicable large power service (Schedule P). The proposed modification to 

18 Schedule J's Availability Clause is to clarify the load limits for the medium-sized 

19 commercial customers that qualify for service under Schedule J. 

20 Q. What are the proposed changes to Schedule J? 

21 A. The following are the proposed changes to Schedule J: 

22 1. increase the Customer Charge from $30.00 to $32.00 per month for 

23 Single-Phase service, and from $40.00 to $42.00 per month for 

24 Three-Phase service; 

25 2. increase the Demand Charge from $4.75 to $11.00 per kW; 
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1 3. increase the Energy Charge for the three load factor blocks from 

2 19.6204 0/kWh, 13.7734 0/kWh, and 11.9444 0/kWh to 34.7806 

3 0/kWh, 28.9336 0/kWh, and 27.1046 0/kWh, respectively; 

4 4. change the Availability Clause to clarify the current load thresholds 

5 and to add a maximum qualifying load less than 100 kW to new 

6 customers, and add a clause that would allow customers with loads 

7 equal or greater than 100 kW currently receiving service under 

8 Schedule J to remain under Schedule J; 

9 5. change the demand ratchet in determiiung the billing demand under 

10 the Determination of Demand provision from the current 75% 

11 ratchet to the average demand ratchet; and 

12 6. change the supply voltage adjustments in the Primary Supply 

13 Voltage Service provision from 2.0% to 1.1% for distribution 

14 primary supply voltage (DP adj.), and from 1.0% to 0.5% for 

15 distribution secondary supply voltage (DS adj.). 

16 The proposed changes to Schedule J rates are designed to produce the 

17 proposed allocated class' revenue requirements of $2,981,100 as shown in 

18 MECO-1818. 

19 Q. How are the proposed customer charges of $32.00 and $42.00 per month for 

20 Single-Phase and Three-Phase service, respectively, determined? 

21 A. The proposed customer charges recover about 90% of the customer cost shown in 

22 the cost of service study, which is somewhat higher than the percentage recovery 

23 in current rates. 

24 Q. How is the proposed demand charge of $ 11.00 per kW determined? 

25 A. The proposed demand charge of $11.00 per kW is based on about 23% of the 
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1 class's full unit demand cost. In the existing rates, the Schedule J demand charge 

2 recovers about 11 % of the demand cost. MECO proposes to increase the amount 

3 of demand costs recovered by demand charges, which is also a movement towards 

4 aligning rates with the cost of service. 

5 Q. How are the proposed energy charges determined? 

6 A. The proposed energy charges the three load factor blocks are designed to recover 

7 all of the class's allocated energy costs as well as the remaining customer-related 

8 and demand-related costs that are not recovered in the proposed customer and 

9 demand charges. The proposed energy charges are approximately the same rate 

10 increase in cents per kWh in each energy charge block. 

11 Q. Why is the Company proposing a maximum qualifying load of less than 100 kW 

12 for Schedule J? 

13 A. MECO's proposal to define a maximum qualifying load under Schedule J is based 

14 on the following reasons: 

15 1. to better define and clarify the load size that qualifies under 

16 Schedule J for ease of understanding and application; 

17 2. to make a clearer distinction between the medium-sized customers 

18 served under Schedule J, and the large power customers served 

19 under the Schedule P; 

20 3. to apply Schedule J to a more homogenous group of medium-size 

21 commercial and industrial customers with similar load levels and 

22 characteristics, essential for designing more efficient pricing and 

23 costing, and facilitate aligning rates closer to cost of service; and 

24 4. to support rate and revenue stability and continuity. 

25 Q. Will customers currently served under Schedule J with loads equal to or greater 
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1 than 100 kW be allowed to stay on Schedule J? 

2 A. Yes. These customers will be grandfathered and can remain to be served under 

3 Schedule J, if they chose. The new proposed maximum qualifying load under 

4 Schedule J will apply to new customers. 

5 Q. Why is MECO proposing to change Schedule J's demand ratchet? 

6 A. MECO is proposing to change Schedule J's demand ratchet for determining the 

7 billing kW from the current 75% ratchet to average deraand ratchet for simplicity 

8 and ease of understanding. The proposed average demand ratchet is the same as 

9 the current demand ratchet in Schedule P, making the demand ratchet provisions 

10 for all the demand rate schedules the same and consistent. The average demand 

11 ratchet compares the customer's maximum demand for the current billing period 

12 with the average of his current maxiraum demand and his maximum demand for 

13 the last 11 months, as well as with Schedule J's rainimura billing demand of 25 

14 kW - in determining the customer's billing kW demand. The customer's demand 

15 charge is based on the highest of these three demand values. 

16 Q. How did you determine the proposed changes to the supply voltage adjustraents? 

17 A. The determination of the proposed changes to the supply voltage adjustments for 

18 distribution primary supply voltage and distribution secondary supply voltage is 

19 based on the system loss analysis prepared by MECO's Transmission Plarming 

20 Division in this rate case. 

21 Q. What is the impact of the proposed changes to Schedule J customers? 

22 A. MECO-1821 compares the commercial electric bills under the present rates and 

23 proposed rates for various consumption levels. 

24 

25 
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1 Schedule H - Commercial Cooking. Heating. Air Conditioning, and Refiigeration 

2 Service 

3 Q. What is Schedule H? 

4 A. Schedule H is an end-use rate that applies to specific commercial electric loads 

5 including commercial cooking, heating, air conditioning, and refrigeration loads 

6 that are less than 600 volts. 

7 Q. What are the proposed changes to Schedule H? 

8 A. The following are the proposed changes to Schedule H: 

9 1. increase the Demand Charge from $6.00 per kWb lo $ 10.00 per 

10 kWb; 

11 2. increase the Energy Charge from 14.0975 0/kWh to 30.3625 0/kWh; 

12 and 

13 3. close the rate schedule to new customers. 

14 The proposed changes to Schedule H are designed to produce the class's 

15 total allocated revenue requirements of $677,300 as shown in MECO-1818. 

16 Q. How is the proposed demand charge of $10.00 per kW determined? 

17 A. The proposed demand charge of $10.00 per kW is based on about 27% of the 

18 class's full unit demand cost, compared to the current demand charge's recovery 

19 of about 16% of current deraand cost. MECO proposes to increase the amount of 

20 demand costs recovered by demand charges in the future, which is also a 

21 movement towards aligning rates with the cost of service. 

22 Q. How did you determine the proposed Energy Charge? 

23 A. The proposed energy charge is based on recovering the class's total allocated 

24 energy-related and demand-related costs as well as the remaining customer-related 

25 costs that are not recovered from the proposed cuslomer charge. 
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1 Q. Why is MECO proposing to close Schedule H to new customers? 

2 A. With the proposals to define kW limits in Schedules J and P, MECO is moving 

3 towards clearer distinctions between its commercial customers. The number of 

4 Schedule H custoraers is relatively small compared to the number of Schedules G, 

5 J, or P customers. MECO would like to close the Schedule H to new customers in 

6 order to plan for a transition for the existing Schedule H customers. The same 

7 proposal has been advanced in the open HELCO and HECO rate cases. 

8 Q. Does that mean that no customer can have new Schedule H service? 

9 A. The Company proposes that there will be no new Schedule H service cormections, 

10 with the exception of allowing customers with existing Schedule H service to re-

11 locate their Schedule H service. That is, a customer who terminates Schedule H 

12 service in one location will be allowed to contemporaneously open a new 

13 Schedule H service in another service location. There is no net gain of Schedule 

14 H customers in this situation. 

15 Q. What is the impact of the proposed changes to Schedule H customers? 

16 A. MECO-1821 compares the commercial electric bills under the present rates and 

17 proposed rates for various consumption levels. 

18 

19 Schedule P - Large Power Service 

20 Q. What is Schedule P? 

21 A. Schedule P is for general power service applicable to commercial or industrial 

22 customers with large power loads of at least 100 kW. 

23 Q. What are the proposed changes to Schedule P? 

24 A. The following are the proposed changes to Schedule P: 

25 1. increase the Demand Charge for the two demand blocks from $5.00 
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1 perkW and $4.85 perkW to $11.00 and $10.00 per kW, 

2 respectively; 

3 2. increase the Energy Charge for the three load factor blocks from 

4 16.3763 0/kWh, 14.2763 0/kWh, and 7.1313 0/kWh, to 32.3273 

5 0/kWh, 30.2273 0/kWh, and 23.0823 0/kWh, respectively; and 

6 3. change the service voltage adjustments in the Supply Voltage 

7 Delivery provision from the current 4.9%, 3.9%, 2.0%, and 1.0% for 

8 transmission primary, transmission secondary, distribution primary, 

9 and distribution secondary, to 4.4 %, 3.8%, 1.1%, and 0.5 %, 

10 respectively. 

11 The proposed changes to Schedule P rates are designed to produce the 

12 proposed allocated class' revenue requirements of $2,879,100 as shown in 

13 MECO-1818. 

14 Q. Please explain how you determined the proposed demand charges? 

15 A. The proposed demand charge for the first demand block is designed to recover 

16 approximately 37% of the class's unit demand cost, compared to about 21% 

17 recovery in existing rates. MECO proposes to increase the amount of demand 

18 costs recovered by demand charges, which is also a movement towards aligning 

19 rates with the cost of service. The proposed demand charge for the 2"̂ * demand 

20 block recovers about 34% of demand cost. 

21 Q. How are the proposed energy charges deiermined? 

22 A. The proposed energy charges are based on recovering the class's proposed 

23 allocated total revenue requirements less the revenues recovered from the 

24 proposed custoraer and demand charges. This includes the entire energy-related 

25 costs (or variable costs) and the remainder of the customer-related costs and the 
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1 demand-related costs (or fixed costs) that are not recovered from the proposed 

2 customer and deraand charges. The proposed energy rates for each energy block 

3 have approximately the same cents per kWh increase over the current Schedule P 

4 energy block rates. 

5 Q. How did you determine the proposed changes to the supply voltage adjustments? 

6 A. The determination of the proposed changes to the supply voltage adjustraents is 

7 based on the system loss analysis prepared by MECO's Transmission Planning 

8 Division in this rate case. 

9 Q. What is the impact of the proposed changes to Schedule P cuslomers? 

10 A. MECO-1821 compares the coraraercial electric bills under the present rates and 

11 proposed rates for various consumption levels. 

12 

13 Schedule N - Contract Off-Peak and Intermptible Service 

14 Q. What is Schedule N? 

15 A. Schedule N is the special night service that is included with Schedule P for the 

16 purpose of estimating revenues. 

17 Q. What are the proposed changes to Schedule N? 

18 A. The following are the proposed changes to Schedule N: 

19 I. increase the Demand Charge from $1.70 per kW to $3.50 per kW; 

20 2. increase the Energy Charge frora 7.1313 0/kWh to 23.0823 0/kWh; 

21 3. change the service voltage adjustments in the Supply Voltage 

22 Delivery provision from the current 2.0%, and 1.0% for distribution 

23 primary, and distribution secondary, to 1.1%, and 0.5 %, 

24 respectively; and 

25 4. close the Schedule to new accounts. 
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1 The proposed changes to Schedule N rates are designed to produce the 

2 proposed allocated class' revenue requirements of $2,879,100 as shown in 

3 MECO-1818. 

4 Q. Please explain how you determined the proposed deraand charges? 

5 A. The proposed demand charge is well below the Schedule P demand cost, but the 

6 charge for demand is proposed lo be doubled, just as in Schedule P. 

7 Q. How is the proposed energy charge determined? 

8 A. The proposed energy charge is the same as the proposed third block energy rate 

9 for Schedule P, as it is under current rates. 

10 Q. How did you determine the proposed changes to the supply voltage adjustments? 

11 A. The determination of the proposed changes to the supply voltage adjustments for 

12 distribution primary supply voltage and distribution secondary supply voltage is 

13 based on the system loss analysis prepared by MECO's Transmission Planning 

14 Division in this rate case. 

15 Q. What is the impact of the proposed changes to Schedule N customers? 

16 A. MECO-1821 corapares the commercial electric bills under the present rates and 

17 proposed rates for various consumption levels. 

18 

19 Schedule F - Public Street Lighting 

20 Q. What is Schedule F? 

21 A. Schedule F is for public street and highway lighting. 

22 Q. What are the proposed changes to Schedule F? 

23 A. The following are the proposed changes to Schedule F: 

24 1. increase the energy charge for the two load factor blocks from the 

25 current 20.2685 0/kWh and 15.8625 0/kWh to 37.9215 0/kWh and 
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1 33.5155 0/kWh, respectively. 

2 The proposed changes to Schedule F rates are designed to produce the 

3 proposed allocated class' revenue requirements of $169,400, as shown in 

4 MECO-1818. 

5 Q. Please explain how you derived the proposed energy charges for the two load 

6 factor blocks? 

7 A. Like Schedule R and Schedule G, the proposed energy rates for Schedule F are 

8 determined to recover the remainder of the class' allocated revenue requirements 

9 at proposed rates that are not recovered in the proposed customer and minimum 

10 charges. This includes the class's entire energy cost and the remainder of the 

11 customer and demand costs that are not recovered in the proposed customer and 

12 minimura charges. The proposed energy rates for each energy block have 

13 approximately the same cents per kWh increase over the current Schedule F 

14 energy block rales. 

15 Q. What is the impact of the proposed changes to Schedule F custoraers? 

16 A. MECO-1821 compares the commercial electric bills under the present rates and 

17 proposed rates for various consimiption levels. 

18 

19 Schedule U - Time-of-Use Service 

20 Q. What is Schedule U? 

21 A. Schedule U is an optional Time-of-Use Service for comraercial or industrial 

22 customers with loads of at least 25 kW. Customers who qualify for service under 

23 Schedule J or P can elect to be served under Schedule U. 

24 Schedule U provides an on-peak demand charge and time-differentiated 

25 energy rates. For instance, the demand charge is applied only to kW load used 
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1 during the on-peak period, and the energy rates are differentiated by the time-of-

2 use rating periods. Service under Schedule U is based on customer election. 

3 Q. What are the proposed changes to Schedule U? 

4 A. The proposed changes to Schedule U include the following: 

5 1. increase the Energy Charge from the current 19.6204 0/kWh for the 

6 on-peak period to 34.7806 0/kWh, and from 7.1313 0/kWh for the 

7 off-peak period to 23.0823 0/kWh; 

8 2. change the service voltage adjustments in the Supply Voltage 

9 Delivery provision frora the current 4.9%, 3.9%, 2.0%, and 1.0% for 

10 transmission primary, transmission secondary, distribution primary, 

11 and distribution secondary, to 4.4 %, 3.8%, 1.1%, and 0.5 %, 

12 respectively; and 

13 3) close the Schedule to new customers. 

14 Q, How did you determine the proposed time-of-use energy rates for Schedule U? 

15 A. The proposed On-Peak Energy Rate of 34.7806 0/kWh is the same as the first 

16 block energy rate in the proposed Schedule J charges, and the proposed Off-Peak 

17 Energy Rate of 23.0823 0/kWh is the same as the third block energy rate in the 

18 proposed Schedule P charges. This is the same derivation that was used in test 

19 year 1999 to set the existing Schedule U rates. 

20 Q. How did you determine the proposed changes to the supply voltage adjustments? 

21 A. The determination of the proposed changes to the supply voltage adjustments is 

22 based on the system loss analysis prepared by MECO's Transmission Planning 

23 Division in this rate case. 

24 Q. Why is the Corapany proposing to close Schedule U to new custoraers? 

25 A. There are no custoraers currently receiving Schedule U service. The Corapany 



MECO T-18 
DOCKET NO. 2006-0387 
PAGE 92 OF 111 

1 wants to target the time-of-use rate options to specific classes of customers. The 

2 Company proposes in this docket to offer a time-of-use option only for Schedule J 

3 customers (TOU-J) and a time-of-use option only for Schedule P customers 

4 (TOU-P), rather than have one rate option (Schedule U) try to serve both classes 

5 of customers. A discussion of the Company's new time-of-use proposals follows 

6 below. 

7 

8 Rider T - Time-of-Dav Rider 

9 Q. What is Rider T? 

10 A. Rider T is an optional time-of-use service rider for commercial or industrial 

11 customers with power loads of at least 25 kW who are served under Schedule J, or 

12 Schedule P. Rider T modifies or provides adjustments to the applicable rate 

13 schedule's demand and energy rates, which effectively results in time-of-use price 

14 signals. It was aimed at encouraging customers to manage their loads in order to 

15 help reduce the system peak load and defer the need for the next capacity addition. 

16 Q. Is MECO proposing any changes to the Rider T? 

17 A. Yes. MECO is proposing the following changes to Rider T: 

18 1. add terras and conditions that would allow customers to do 

19 emergency maintenance on their equipment without considering its 

20 impact on the customers' raaximum on-peak demand in the 

21 determination of their billing demand. 

22 

23 Rider M - Off-Peak and Curtailable Service 

24 Q. What is Rider M? 

25 A. Rider M is an optional off-peak and Curtailable service applicable to Schedule J 
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1 customers with loads greater than 100 kW, and to customers served under 

2 Schedule P with loads greater than 300 kW. Rider M provides load management 

3 incentives to customers by modifying the determination of the billing demand 

4 under Schedules J or P. It offers two load management service options: Option A 

5 - Off-Peak Service, and 

6 Option B - Curtailable Service. 

7 The Rider M - Off-Peak Service (Option A) encourages customers to shift 

8 their load to the off-peak hours by basing the determination of the billing demand 

9 only on the customers' kW deraand during the on-peak period. The Rider M -

10 Curtailable Service (Option B) encourages customers to shift their load to off-

11 peak hours by reducing the customers' billing demand by 75% of the kW load that 

12 they curtail during the Company's priority peak period, or by 40% of the kW load 

13 that they curtail for a two-hour duration specified by the Company. 

14 Q. Is MECO proposing any changes to Rider M? 

15 A. Yes. The following are the proposed changes to Rider M: 

16 1. modify the Availability Clause to appropriately reference the new 

17 Schedule TOU-J and Schedule TOU-P. 

18 

19 Rider I - Intermptible Contract Service 

20 Q. What is Rider I? 

21 A. Rider I is an optional intermptible service available to large power customers with 

22 intermptible kW load of at leasl 500 kW. 

23 Q. Did MECO propose any changes to Rider I? 

24 A. No, no changes are proposed. 

25 
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1 Schedule O - Purchases from Oualifying Facilities 100 kW or Less 

2 Q. What is Schedule Q? 

3 A. Schedule Q applies to customers with sraall production facilities with design 

4 capacity of 100 kW or less, qualifying under Chapter 74, Title 6 of the PUC 

5 Rules, and who have a purchase power contract with the Company. Schedule Q 

6 provides the energy rates and energy cost adjustraent that the Company pays for 

7 energy purchased by the Company from the customer, and the metering charge to 

8 the customer for metering, billing and administration of the purchase power 

9 contract. 

10 Q. Are there proposed changes to Schedule Q? 

11 A. Yes. The following are the proposed changes to Schedule Q: 

12 1. change the Energy Rates for energy delivered to the Company by the 

13 customer from the current 5.61 0/kWh to 20.64 0/kWh; and 

14 2. change the generation base fuel cost from the current 467.54 0/mbtu 

15 lo 1,833.50 0/mbtu. 

16 Q. How was the proposed energy rate of 20.64 0/kWH for energy delivered to 

17 MECO determined? 

18 A. The proposed energy rate of 20.64 0/kWh for energy delivered by the customer to 

19 MECO is based on the test-year estimates of the Company's generation cost and 

20 Distributed Generation cost and efficiency factors discussed in MECO T-4. 

21 Q. What is the basis of the changes to Schedule Q's Energy Cost Adjustment Clause? 

22 A. The proposed 1,833.50 0/rabtu in Schedule Q's Energy Cost Adjustraent Clause is 

23 based on the test-year estiraate of the total coraposite generation cost including 

24 Distributed Generation costs and discussed in MECO T-19, The test-year fuel 

25 price and efficiency factors used to determine this composite generation cost are 
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1 discussed in MECO T-4. 

2 

3 Energy Cost Adiustment Clause 

4 Q. What is the Energy Cost Adjustment Clause? 

5 A. The Energy Cost Adjustment Clause (ECAC) is a reconciliation mechanism that 

6 allows the Company to recover or refund the difference between the fuel price 

7 embedded in the base rates and the fuel price that it actually pays. 

8 Q. What are the proposed changes to ECAC? 

9 A. The following are the proposed changes to ECAC; 

10 1. modify the ECAC's AppHcability Clause to include the new 

11 Schedule TOU-R, Schedule TOU-G, Schedule TOU-J, and 

12 Schedule TOU-P; 

13 2. change the base fuel cost for Company generation from the current 

14 467.54 0/mbtu to 1,833.50 0/mbtu Corapany composite cost of 

15 generation from central station and other generation; 

16 3. change the Company generation efficiency factor from the current 

17 0.010522 rambtu/kWh to use three separate efficiency factors, 

18 0.010823 mrabtu/kWh for industrial friel oil (IFO), 0.010823 

19 mmbtu/kWh for diesel ftiel, and 0.010823 mrabtu/kWh for other 

20 company generation sources; 

21 4. add a distributed generation (DG) energy component in the Clause at 

22 18.040 cents per kWh, adjusied to the sales delivery level and for 

23 revenue taxes; and 

24 5. change the base purchased energy cost frora the current 4.448 0/kWh 

25 to 18.040 0/kWh. 
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1 Q. How are the proposed changes to the above ECAC parameters determined? 

2 A. The proposed changes to the base fuel costs, generation efficiency factors, DG 

3 energy component, and base purchased energy cosl are discussed in MECO T-4. 

4 The ECAC calculations are presented in MECO T-19. 

5 

6 Integrated Resource Planning Cost Recovery Provision 

7 Q. What is the Integrated Resource Planning Cost Recovery Provision ("IRP 

8 Clause")? 

9 A. The IRP Clause is a cost recovery mechanism for the incremental costs incurred 

10 by the Company related to incremental IRP-related activities, and the recovery of 

11 the incremental DSM costs which include program costs (excluding base labor), 

12 lost margin and shareholder incentives. 

13 Q. Does the Company still require an IRP clause? 

14 A. Yes. The Company will have to retain the IRP clause for use in reconciling the 

15 recovery of the 1995-2005 IRP costs that MECO already recovered per stipulated 

16 agreement with the CA subject to refund with interest, with the amounts of such 

17 costs that the PUC would ultimately find reasonable and allow MECO to recover. 

18 Additionally, MECO will also use the current IRP clause to recover DSM 

19 program costs that are approved for recovery by the Commission. 

20 

21 Green Pricing Program Provision 

22 Q. What is the Green Pricing Program Provision? 

23 A. The Green Pricing Program Provision is a voluntary fund-raising program that is 

24 open to Island residents and non-residents for purposes of funding the 

25 development of renewable energy facilities on the Island. The voluntary 
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1 contributions received from this Green Pricing Program have been used for such 

2 programs as the Sun Power for Schools Pilot Program which funds the installation 

3 of photovoltaic systems in pubtic schools. 

4 Q. Are there changes proposed to the Green Pricing Program? 

5 A. No. There are no changes proposed to the Green Pricing Program. 

6 

7 New Rate Schedules 

8 Q. Is MECO proposing any new rate schedules for Molokai Division? 

9 A. Yes. MECO is proposing four new rate schedules for Molokai Division: 

10 1. Schedule TOU-R - Residential Time-of-Use Service; 

11 2. Schedule TOU-G - Sraall Commercial Time-of-Use Service; 

12 3. Schedule TOU-J ~ Commercial Time-of-Use Service; and 

13 4. Schedule TOU-P - Large Power Tirae-of-Use Service. 

14 

15 Optional Time-of-Use Service Rate Schedules 

16 Q. Please describe the goals of offering four new time-of-use rate options in this case. 

17 A. The Company proposes to offer four new time-of-use rate options in this case, 

18 Schedule TOU-R - Residential Time-of-Use Service, Schedule TOU-G - Small 

19 Commercial Time-of-Use Service, Schedule TOU-J - Comraercial Time-of-Use 

20 Service, and Schedule TOU-P - Large Power Time-of-Use Service, in order to 

21 extend to all customers the opportunity to choose time-of-use rates, to establish a 

22 consistency in rate design for all tirae-of-use rate options, and to manage 

23 participation and collect data for future time-of-use rate designs. Making 

24 tirae-of-use rate options available to all customers, with the exception of street 

25 light customers, is consistent with the approach taken in the recent HECO rate 
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1 cases, Docket No. 04-0113 and Docket No. 2006-0386, as well as in HELCO's 

2 test year 2006 rate case. Docket No. 05-0315. It is consistent with the goals of the 

3 Energy Policy Act of 2005. The proposed time-of-use rate options have consistent 

4 tirae-of-use rating periods (priority peak, mid-peak, and off-peak periods) and 

5 consistent rate designs (demand charge based on priority peak and raid-peak, no 

6 demand ratchet, separate energy charges for each rating period). The time-of-use 

7 rate options are intended to create lower electric bills for customers who modify 

8 their existing energy consumption pattems. The Company proposes to manage 

9 participation in these optional rates while collecting data for future time-of-use 

10 rate design offerings by setting a limit on the number of meters that can participate 

11 in certain optional rate schedules. The meter limit facilitates effective 

12 implementation of these rate options since the current billing system cannot bill 

13 time-of-use rates automatically, and in case the new Customer Information 

14 System (CIS) is not yet in place by the time these proposed rales are approved. In 

15 addition, the Company has not estimated any revenue adjustment for customer 

16 participation in these time-of-use rate options, so the meter limit helps to mitigate 

17 any negative revenue impact that the Corapany raight experience in iraplementing 

18 these rate options. 

19 

20 Schedule TOU-R - Residential Time-of-Usc Service 

21 Q. Please describe MECO's proposed Schedule TOU-R for Molokai Division. 

22 A. Customers currently served under Schedule R are eligible to elect time-of-use 

23 service under Schedule TOU-R. The proposed Schedule TOU-R has the 

24 following parameters: 

25 1. Customer Charge: $7.50 per month for Single-Phase Service, and 
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1 $12.00 per month for Three-Phase service; 

2 2. Energy Charge: Calculated in the same marmer and at the same rates 

3 as the proposed Schedule R, with the following tirae-of-use energy 

4 rate adjustments: 

5 Priority Peak Period kWh use + 5.0 0 per kWh, 

6 Mid-Peak Period kWh use + 2.5 0 per kWh, and 

7 Off-Peak Period kWh use - 5.0 0 per kWh; 

8 3. Minimum Bill is the same as proposed for Schedule R; 

9 4. Time-of-Use rating periods are the following: 

10 Priority Peak Period: 5:00 p.m. - 9:00 p.m., Monday-Friday 

11 Mid-Peak Period: 7:00 a.m. - 5:00 p.m., Monday-Friday 

12 7:00 a.m. - 9:00 p.m., Saturday - Sunday 

13 Off-Peak Period: 9:00 p.m. - 7 a.m.. Daily; and 

14 5. Service is limited to a maximum of 300 meters across all three 

15 MECO divisions. 

16 Q. How did you determine proposed customer charge for the single-phase service 

17 and three-phase service? 

18 A. The proposed customer charge of $7.50 for Single-Phase Service and $12.00 for 

19 Three-Phase Service are the same as the proposed customer charges for 

20 Schedule R. 

21 Q. How were the proposed time-of-use energy rate adjustments determined? 

22 A. The proposed time-of-use energy rate adjustment for all kWh used in the priority 

23 peak period of + 5.0 0/kWh is based on 250% of the existing on-peak energy 

24 surcharge for Rider T customers. The proposed time-of-use energy rate 

25 adjustment for all kWh used in the mid-peak period of+2.5 0/kWh is based on 
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1 125% of the existing on-peak energy surcharge for Rider T customers. The 

2 proposed time-of-use energy rate adjustment for all kWh used in the off-peak 

3 period is based on about 170% of the existing off-peak energy credit for Rider T 

4 customers. However, even at the lowest energy tier, the effective off-peak kWh 

5 rate on Schedule TOU-R exceeds the off-peak marginal energy cost rate for 2007, 

6 and therefore makes a contribution towards fixed cost recovery. 

7 Q. Are these time-of-use rating periods the same as currently used in MECO's 

8 existing time-of-use Riders or Schedules? 

9 A. Yes, the time-of-use rating periods proposed for Schedule TOU-R are the same as 

10 used in MECO's existing Rider M, Rider T, and Schedule U. 

11 

12 Schedule TOU-G - Small Commercial Time-of-Use Service 

13 Q. Please describe HELCO's proposed Schedule TOU-G for Molokai Division. 

14 A. Custoraers currently served under Schedule G are eligible to elect time-of-use 

15 service under Schedule TOU-G. The proposed Schedule TOU-G has the 

16 following parameters: 

17 1. Customer Charge: $23.00 per month for Single-Phase Service, and 

18 $34.00 per month for Three-Phase service; 

19 2. Energy Charges: Apply to all kWh 

20 Priority Peak Period kWh use 46.7728 0 per kWh, 

21 Mid-Peak Period kWh use 44.2728 0 per kWh, and 

22 Off-Peak Period kWh use 36.7728 0 per kWh; 

23 3. Minimum Bill is the same as the proposed Schedule TOU-G 

24 customer charge; 

25 4. Time-of-Use rating periods are the following; 
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1 Priority Peak Period: 5:00 p.m. - 9:00 p.m., Monday - Friday 

2 Mid-Peak Period: 7:00 a.m.-5:00 p.m., Monday-Friday 

3 7:00 a.m. - 9:00 p.m., Saturday - Sunday 

4 Off-Peak Period: 9:00 p.ra. - 7 a.m.. Daily; and 

5 5. Service is limited to a maximum of 100 meters across all three 

6 MECO divisions. 

7 Q. How did you determine proposed customer charge for the single-phase service 

8 and three-phase service? 

9 A. The proposed customer charge of $23.00 for Single-Phase Service and $34.00 for 

10 Three-Phase Service are the same as the proposed customer charges for 

11 Schedule G. 

12 Q. How were the proposed time-of-use energy rate adjustments determined? 

13 A. The proposed tirae-of-use energy rate for all kWh used in the priority peak period 

14 of 46.7728 0/kWh is based on the proposed Schedule G energy rate plus 250% of 

15 the existing on-peak energy surcharge for Rider T customers. The proposed time-

16 of-use energy rate adjustment for all kWh used in the mid-peak period of 44.2728 

17 0/kWh is based on the proposed Schedule G energy rate plus 125% of the existing 

18 on-peak energy surcharge for Rider T customers. The proposed time-of-use 

19 energy rate adjustment for all kWh used in the off-peak period of 36.7728 0/kWh 

20 is based on the proposed Schedule G energy rate less about 170% of the existing 

21 off-peak energy credit for Rider T customers. The off-peak kWh rate on Schedule 

22 TOU-G exceeds the off-peak marginal energy cost rate for 2007, and therefore 

23 makes a contribution towards fixed cost recovery. 

24 Q. Are these time-of-use rating periods the same as currently used in MECO's 

25 existing time-of-use Riders or Schedules? 
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1 A. Yes, the time-of-use rating periods proposed for Schedule TOU-G are the same as 

2 used in MECO's existing Rider M, Rider T, and Schedule U. 

3 

4 

5 Schedule TOU-J - Commercial Time-of-Use Service 

6 Q. Please describe MECO's proposed Schedule TOU-J for Molokai Division. 

7 A. Custoraers currently served under Schedule J are eligible to elect time-of-use 

8 service under Schedule TOU-J. The proposed Schedule TOU-J has the following 

9 parameters: 

10 1. Customer Charge: $42.00 per month for Single-Phase Service, and 

11 $52.00 per month for Three-Phase service; 

12 2. Demand Charge of $23.75 per kW if customer's raaximum demand 

13 occurs during the priority peak period and $11.00 per kW if it occurs 

14 during the mid-peak period. 

15 3. Energy Charges; Apply to all kWh 

16 Priority Peak Period kWh use 38.4868 0 per kWh, 

17 Mid-Peak Period kWh use 36.4868 0 per kWh, and 

18 Off-Peak Period kWh use 26.4868 0 per kWh; 

19 4. Minimura Bill is the same as proposed for Schedule J, the sum of the 

20 Customer Charge and the Demand Charge; and 

21 5. Time-of-Use rating periods are the following: 

22 Priority Peak Period: 5:00 p.m. - 9 

23 Mid-Peak Period: 7:00 a.m. - 5 

24 7;00a.ra.-9 

00 p.m., Monday - Friday 

00 p.m., Monday - Friday 

00 p.m., Saturday - Sunday 

25 Off-Peak Period: 9:00 p.m. - 7 a.m., Daily. 
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1 Q. How did you determine proposed customer charge for the single-phase service 

2 and three-phase service? 

3 A. The proposed customer charge of $42.00 for Single-Phase Service and $52.00 for 

4 Three-Phase Service are based on the proposed customer charges for Schedule J, 

5 plus an additional $10.00 per month, which is the same as the current time-of-use 

6 meter charge in Rider T and Rider M. 

7 Q. Please explain the proposed demand charge for Schedule TOU-J. 

8 A. The proposed demand charge under Schedule TOU-J is based on the customer's 

9 maximum measured kW demand for the billing period. The Company is not 

10 proposing a demand ratchet in the determination of the billing demand - the same 

11 as in the current Schedule U. However, the minimum billing demand of 25 kW 

12 still applies. If the customer's maximura measured kW demand for the billing 

13 period occurs during the priority peak hours, the priority peak deraand charge of 

14 $23.75 per kW is applied. If the custoraer's maximum measured kW demand for 

15 the billing period occurs during the mid-peak hours, the mid-peak deraand charge 

16 of $ 11.00 per kW is applied. In other words, a customer is charged either the 

17 $23.75 per kW Priority Peak deraand charge or the $11.00 per kW Mid-Peak 

18 demand charge based on when his maximum kW demand occurs. There is no 

19 demand charge for kW load during the off-peak hours. The determination of 

20 demand provision in the proposed Schedule TOU-J specifies the application of the 

21 proposed demand charge. 

22 Q. How did you determine the proposed priority peak demand charge and the mid-

23 peak demand charge? 

24 A. The proposed demand charge of $23.75 per kW for the priority peak period is 

25 based on recovering approximately 50% of full unit demand cost for Schedule J at 
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1 proposed rates. The proposed deraand charge of $11.00 per kW for mid-peak 

2 period is the same as the proposed demand charge for Schedule J. 

3 Q. How were the proposed tirae-of-use energy rate adjustments determined? 

4 A. The proposed time-of-use energy rate for all kWh used in the priority peak period 

5 of 38.4868 0/kWh is based on the weighted average of the proposed Schedule J 

6 energy rates plus 300% of the existing on-peak energy surcharge for Rider T 

7 customers. The proposed time-of-use energy rate adjustraent for all kWh used in 

8 the raid-peak period of 36.4868 0/kWh is based on the weighted average of the 

9 proposed Schedule J energy rates plus 200% of the existing on-peak energy 

10 surcharge for Rider T custoraers. The proposed tirae-of-use energy rate 

11 adjustraent for all kWh used in the off-peak period of 26.4868 0/kWh is based on 

12 the weighted average of the proposed Schedule J energy rates less about 200% of 

13 the existing off-peak energy credit for Rider T custoraers. The off-peak kWh rate 

14 on Schedule TOU-J exceeds the off-peak marginal energy cost rate for 2007. 

15 Q. Are these time-of-use rating periods the same as currently used in MECO's 

16 existing time-of-use Riders or Schedules? 

17 A. Yes, the time-of-use rating periods proposed for Schedule TOU-J are the same as 

18 used in MECO's existing Rider M, Rider T, and Schedule U. 

19 

20 Schedule TOU-P - Large Power Time-of-Use Service 

21 Q. Please describe MECO's proposed Schedule TOU-P for Molokai Division. 

22 A. Customers currently served under Schedule P are eligible to elect time-of-use 

23 service under Schedule TOU-P. The proposed Schedule TOU-P has the following 

24 parameters: 

25 1. Customer Charge: $85.00 per month; 



MECO T-18 
DOCKET NO. 2006-0387 
PAGE 105 OF 111 

1 2. Demand Charge of $14.75 per kW if custoraer's maximum demand 

2 occurs during the priority peak period and $11.00 per kW if it occurs 

3 during the mid-peak period. 

4 3. Energy Charges: Apply to all kWh 

5 Priority Peak Period kWh use 36.5525 0 per kWh, 

6 Mid-Peak Period kWh use 34.5525 0 per kWh, and 

7 Off-Peak Period kWh us 24.5525 0 per kWh; 

8 4. Miniraura Bill is the same as proposed for Schedule P, the sum of 

9 the Customer Charge and the Demand Charge; and 

10 5. Time-of-Use rating periods are the following; 

11 Priority Peak Period; 5:00 p.m. - 9:00 p.m., Monday - Friday 

12 Mid-Peak Period: 7:00a.m.- 5:00 p.m., Monday-Friday 

13 7:00 a.m. - 9:00 p.m., Saturday - Sunday 

14 Off-Peak Period: 9:00 p.m. - 7 a.m.. Daily. 

15 Q. How did you determine proposed customer charge? 

16 A. The proposed customer charge of $85.00 per month is based on the proposed 

17 customer charge for Schedule P, plus an additional $10.00 per month, which is the 

18 same as the current time-of-use meter charge in Rider T and Rider M. 

19 Q. Please explain the proposed demand charge for Schedule TOU-P. 

20 A. The proposed demand charge under Schedule TOU-P is based on the customer's 

21 maximum measured kW demand for the billing period. The Company is not 

22 proposing a deraand ratchet in the determination of the billing demand - the same 

23 as in the current effective Schedule U. However, the minimum billing demand of 

24 100 kW still applies. If the customer's maximum measured kW demand for the 

25 billing period occurs during the priority peak hours, the priority peak demand 
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1 charge of $14.75 per kW is applied. If the customer's maximum measured kW 

2 demand for the billing period occurs during the mid-peak hours, the raid-peak 

3 demand charge of $11.OOperkW is applied. In other words, acustomeris 

4 charged either the $14.75 per kW Priority Peak demand charge or the $11.00 per 

5 kW Mid-Peak demand charge based on when his maximum kW demand occurs. 

6 There is no demand charge for kW load during the off-peak hours. The 

7 determination of demand provision in the proposed Schedule TOU-P specifies the 

8 application of the proposed demand charge. 

9 Q. How did you determine the proposed priority peak demand charge and the mid-

10 peak demand charge? 

11 A. The proposed demand charge of $14.75 per kW for the priority peak period is 

12 based on recovering approximately 50% of full unit demand cost for Schedule P at 

13 proposed rates. The proposed demand charge of $ 11.00 per kW for raid-peak 

14 period is the same as the proposed deraand charge for the first kW tier on 

15 Schedule P. 

16 Q. How were the proposed time-of-use energy rate adjustraents determined? 

17 A. The proposed time-of-use energy rate for all kWh used in the priority peak period 

18 of 36.5525 0/kWh is based on the weighted average of the proposed Schedule P 

19 energy rates plus 300% of the existing on-peak energy surcharge for Rider T 

20 customers. The proposed time-of-use energy rate adjustment for all kWh used in 

21 the mid-peak period of 34.5525 0/kWh is based on the weighted average of the 

22 proposed Schedule P energy rates plus 200% of the existing on-peak energy 

23 surcharge for Rider T customers. The proposed time-of-use energy rate 

24 adjustment for all kWh used in the off-peak period of 24.5525 0/kWh is based on 

25 the weighted average of the proposed Schedule P energy rates less about 200% of 
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1 the existing off-peak energy credit for Rider T customers. The off-peak kWh rate 

2 on Schedule TOU-P exceeds the off-peak marginal energy cost rate for 2007. 

3 Q. Are these tirae-of-use rating periods the same as currentiy used in MECO's 

4 existing tirae-of-use Riders or Schedules? 

5 A. Yes, the time-of-use rating periods proposed for Schedule TOU-P are the sarae as 

6 used in MECO's existing Rider M, Rider T, and Schedule U. 

7 

8 Standby Charge 

9 Q. Are there any other proposed new rates? 

10 A. Pursuant to Decision and Order No. 22248 in Dockel No. 03-0371 on Distributed 

11 Generation, the Company proposed Standby Rates for Maui, Lanai, and Molokai 

12 Divisions. The proposed Standby Rates will be reviewed in a separate 

13 proceeding, Dockel No. 2006-0497, pursuant to the Commission's Order No. 

14 23171. 

15 

16 Electric Vehicle Charging Rates 

17 Q. Is MECO proposing to terminate any existing rate schedule or rate adjustment for 

18 Molokai Division? 

19 A. Yes. MECO is proposing to withdraw the Rider EV-R - Residential Electric 

20 Vehicle Charging Service, Rider EV-C - Commercial Electric Vehicle Charging 

21 Service. MECO is also terminating the Firm Capacity Surcharge refund for the 

22 termination of capacity payments to Pioneer Mill, This reduction in capacity 

23 payments is reflected in the test-year estimates of the piu*chased power expense 

24 and embedded in the new proposed rate changes. 

25 Q. Why is MECO proposing to withdraw Riders EV-R and EV-C? 
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1 A. HECO's Rider EV-R and Rider EV-C became effective on July 6, 1998. On 

2 August 13, 1998, HECO agreed to defer implementation of the riders per 

3 Commission's request in an August 3, 199S letter. HECO has not received PUC 

4 approval to implement these riders, although they remained in MECO's current 

5 effective rates. 

6 More importantly, MECO's proposed Schedule TOU-R, Schedule TOU-G, 

7 Schedule TOU-J, and Schedule TOU-P will also apply to electric vehicle charging 

8 service. These proposed new Schedules will provide time-of-use service to 

9 electric vehicle charging without the need to separately meter these loads from the 

10 rest of the customers' electric loads, as required under the Rider EV-R and Rider 

11 EV-C, which were available only for the electric vehicle charging load. 

12 

13 SERVICE-RELATED CHARGES AND PROPOSED RULE CHANGES 

14 Q. What are service-related charges? 

15 A. In addition to the rate schedules and riders, there are service-related charges 

16 included in the Company's Rules that are charged directly to the custoraers who 

17 caused the costs to be incurred by the utility. These service-related direct charges 

18 include the Service Establishraent and Reconnection Charge in the Company's 

19 Rule No. 7, Section C, and the Retumed Check Charge, Field Collection Charge, 

20 and Late Payment Charge in Rule No. 8, Sections D, E, and F, respectively. 

21 Q. Are there any changes to these charges? 

22 A. Yes. The Company is proposing the following changes; 

23 1) increase the Service Establishment Charge from $15.00 to $25.00, and 

24 increase the additional charge for the same day service or for service 

25 outside of the normal business hours from the current $10.00 to $20.00; 
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1 2) change the Retumed Check Charge to a Retumed Payment Charge and 

2 increase the charge from the current $10.00 to $25.00 per returned 

3 check or retumed payment; and 

4 3) increase the Field Collection Charge from $ 15.00 to $25.00 per field 

5 collection call. 

6 Q. Why is the Corapany proposing to change the "Retumed Checks Charge" to 

7 "Retumed Payment Charge"? 

8 A. The Company is proposing to change the "Retumed Checks Charge" to "Retumed 

9 Payment Charge" to reflect the different payment options that are now available to 

10 customers, and to allow the Corapany to apply the same service charge on 

11 "returned" payments made through any of these options, 

12 Q. What payment options are now available to the customers? 

13 A. In the past, custoraers could pay their electric bill either by check or in cash. With 

14 the changes in technology, MECO started offering custoraers with different 

15 electronic bill payment options of paying their electric bills ("e-billing"). The 

16 various e-billing options that are available to MECO customers include the 

17 following: 

18 1. Automatic Bill Payment (ABP) - automatically debits customer's savings 

19 or checking accoimt; 

20 2. Payment using credit card, and 

21 3. Payment using debit card 

22 When payments made through any of these "paperless" payment options are 

23 "retumed" due to insufficient funds in the customers' accounts, the bank 

24 charges MECO a service charge for the processing cost - similar to a bounced 

25 check processing fee. For fairness and equity, MECO is proposing to change 
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1 the Retumed Checks Charge to Retumed Payment Charge and to apply it to any 

2 "retumed" payment frora any of the "paperless" payments in addition to 

3 retumed checks. The proposed change will charge the cost of such retumed 

4 payments to those cuslomers who cause such costs to be incurred by MECO, 

5 rather than shifting those costs to the other ratepayers. 

6 Q. How did you determine the proposed Retumed Payment Charge of $25.00 per 

7 retumed payment? 

8 A. See the calculations presented in MECO-712 and MECO-WP-712 in Ms. Sharon 

9 Suzuki's MECO T-7 testimony. 

10 Q. Please explain how the proposed changes to the Field Collection Charge and 

11 Service Establishment Charge were determined. 

12 A. The proposed Field Collection Charge and Service Establishraent Charge, 

13 including the same day service connection charge are based on the costs of 

14 various activities required for these services. See the calculations presented in 

15 MECO-712 and MECO-WP-712 in Ms. Sharon Suzuki's MECO T-7 testimony. 

16 

17 Rule No. 14 Interconnection 

18 Q. Are there any other proposed new mles? 

19 A. Pursuant to Decision and Order No. 22248 in Docket No. 03-0371 on Distributed 

20 Generation, the Company proposed modifications to Rule No. 14 for MECO. The 

21 proposed mle changes will be reviewed in a separate proceeding. Docket No. 

22 2006-0497, pursuant to the Commission's Order No. 23171. 

23 

24 SUMMARY 

25 Q. Please summarize your testimony. 
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1 A. My testunony presented the Company's embedded cost-of-service studies for each 

2 MECO division, the basis and determination of the proposed rates, and the 

3 proposed changes to the Company's tariffs. The Company proposes to implement 

4 an inclining rate block stmcture for Schedule R, modify the demand billing 

5 calculation for Schedule J, close Schedule H and Schedule U to new customers, 

6 and close Schedule N at Molokai Division to new accounts. In addition to the 

7 proposed changes to the current rate schedules, the Company is also proposing 4 

8 new rate schedules - Schedules TOU-R, TOU-G, TOU-J, and TOU-P - for 

9 Commission approval, as well as changes to the service-related charges including 

10 the Retumed Check Charge, Field Collection Charge, and Service Establishment 

11 Charge. 

12 Q. Does this complete your testimony? 

13 A. Yes. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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MAUI ELECTRIC COMPANY. LIMITED 
TEST YEAR 2007 DOCKET NO. 2006-0387 

SUMMARY OF "FULL COST" TOTAL 
REVENUE REQUIREMENTS BY DIVISION 

Maui Lanai Molokai Consolidated 
(SOOOs) ($000s) (SOOOs) (SOOOs) 

Present Rates 
Sales Revenues 333,075.2 10,066.7 
Olher Oper. Revenues 1,389.0 3^9_ 

Total Oper. Revenues 334,464.2 10,104.6 

12,631.4 355,773.3 
107.1 1.534.0 

12,738.5 357,307.3 

Percent of Tolal 93.6% 2.8% 3.6% jOO.0% 

"Full Cost" 
Revenue Requirements 

Sales Revenues 
Olher Oper. Revenues 

Total Oper. Revenues 

Percent of Total 

"Full Cost" 
Increase 

Sales Revenues 
Other Oper. Revenues 

Total Oper. Revenues 

Percent of Tolal 

Percent Increase 
Sales Revenues 

Other Oper. Revenues 
Total Oper. Revenues 

348,654.0 
1,590.0 

350,244.0 

93.1% 

15,578.8 
201.0 

15,779.8 

83.1% 

4.7% 
14.5% 
4.7% 

12,015.0 
47.0 

12,062.0 

3.2% 

1,948.3 
9.1 

1,957.4 

10.3% 

19.4% 
24.0% 
19.4% 

13,858.0 
122.0 

13,980.0 

3.7% 

1,226.6 
14.9 

1,241.5 

6.5% 

9.7% 
13.9% 
9.7% 

374.527.0 
1.759.0 

376,286.0 

100.0% 

18,753.7 
225.0 

18,978.7 

100.0% 

5.3% 
14.7% 
5.3% 

MECO rates effective April 15. 1999 
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MAUI ELECTRIC COMPANY, LIMITED 
TEST YEAR 2007 DOCKET NO. 2006-0387 

SUMMARY OF PROPOSED TOTAL 
REVENUE REQUIREMENTS BY DIVISION 

Maui Lanai Molokai Consolidated 

(SOOOs) (SOOOs) (SOOOs) (SOOOs) 

Present Rates 
Sales Revenues 

Other Oper. Revenues 
Total Oper. Revenues 

Percent of Total 

Proposed 
Revenue Reauirements 

Sales Revenues 
Other Oper. Revenues 

Tolal Oper. Revenues 

Percent of Total 

Proposed 
Increase 

Sales Revenues 
Other Oper. Revenues 

Total Oper. Revenues 

Percent of Tolal 

Percent Increase 
Sales Revenues 

Other Oper. Revenues 
Total Oper. Revenues 

333,075.2 
1,389.0 

334,464.2 

93.6% 

350,632.5 
1,589.0 

352,221.5 

93.6% 

17,557.3 
200.0 

17,757.3 

93.6% 

5.3% 
14.4% 
5.3% 

10,066.7 
37.9 

10,104.6 

2.8% 

10.597.3 
46.9 

10,644.2 

2.8% 

530.6 
9.0 

539.6 

2.8% 

5.3% 
23.7% 

5.3% 

12,631.4 
107.1 

12,738.5 

3.6% 

13,297.3 
122.1 

13,419.4 

3.6% 

665.9 
15.0 

680.9 

3.6% 

5.3% 
14.0% 
5.3% 

355,773.3 
1,534.0 

357,307.3 

100.0% 

374,527.1 
1,758.0 

376.285.1 

100.0% 

18,753.8 
224.0 

18,977.8 

100.0% 

5.3% 
14.6% 
5.3% 

MECO rales effective April 15, 1999 



MAUI ELECTRIC COMPANY. INC. - Maui Division 
DOCKET NO. 2006-0387. TEST-YEAR 2007 

SUMMARY OF CLASS REVENUE REQUIREMENTS AND CLASS RATES OF RETURN 
AT PRESENT RATES AND AT PROPOSED RATES 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

Total Sales Revenues 

Other Operating Revenues 

Total Revenues 

Sates Revenues 
(SOOOs) 

$121,916.2 

$29,812.9 

$75,029.6 

$5,909.6 

$98,985.7 

$1,421.2 

$333,075.2 

$1,389.0 

$334,464.2 

Present Rales 
Rate ot Retum 

{%) 

3.36% 

8.49% 

11.80% 

4.96% 

8.50% 

1.76% 

6.52% 

ROR Index 
(%) 

51.48% 

130.15% 

180.81% 

75.97% 

130.25% 

26.97% 

100.00% 

Sales Revenues 
($000s) 

$128,342.8 

$31,384.4 

$78,984.6 

$6,221.1 

$104,203.5 

$1,496.1 

$350,632.5 

$1,589.0 

$352.221.5 

Proposed Rates 
Rate of Return 

(%) 

5.56% 

11.05% 

15.26% 

7.84% 

12.08% 

2.58% 

9.29% 

ROR Index 
(%) 

59.84% 

118.93% 

164.32% 

84.42% 

130.04% 

27.78% 

100.00% 

Proposed 
Amount 
($000$) 

$6,426.6 

$1,571.5 

$3,955.0 

$311.5 

$5,217.8 

$74.9 

$17,557.3 

$200.0 

$17,757.3 

Increase 
Percent 

(%) 

5.27% 

5.27% 

5.27% 

5.27% 

5.27% 

5.27% 

5.27% 

14.40% 

5.31% 

PricinQ'pcy 
MECO 1601 lhfOU9hMECO1812 02-19-07.XLS 
2/19/2007 
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MAUI ELECTRIC COMPANY, INC. - Una i Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF CLASS REVENUE REQUIREMENTS AND CLASS RATES OF RETURN 
AT PRESENT RATES AND AT PROPOSED RATES 

Present Rates 
Rate Class 

Proposed Rates Proposed Increase 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

Total Sales Revenues 

Other Operating Revenues 

Total Revenues 

Sales Revenues Rate of Return ROR Index Sales Revenues Rate of Return ROR Index 
($000s) 

$2.731.6 

S725.2 

$2,253.8 

$180.5 

$4,138.7 

$36.9 

$10,066.7 

$37.9 

$10,104.6 

(%) 

-6.84% 

3.47% 

6.32% 

5.82% 

6.15% 

-3.65% 

{%) 

-911.82% 

462.50% 

842.93% 

776.02% 

820.23% 

-486.52% 

($000s) 

$2,875.6 

$763.4 

$2,372.6 

$190.0 

$4,356.9 

$38.8 

$10,597.3 

$46.9 

:%) 

-5.22% 

5.74% 

8.81% 

8.69% 

9.08% 

-2.55% 

(%) 

-173.36% 

190.70% 

292.61% 

288.50% 

301.47% 

-84.69% 

Amount 
($000s) 

$144.0 

$38.2 

$118.8 

$9.5 

$218.2 

$1.9 

$530.6 

$9.0 

Percent 

(%) 

5.27% 

5.27% 

5.27% 

5.26% 

S.27% 

5.15% 

5.27% 

23.75% 

0.75% 100.00% $10,644.2 3.01% 100.00% $539.6 5.34% 
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MAUI ELECTRIC COMPANY, INC. - Molokai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF CLASS REVENUE REQUIREMENTS AND CLASS RATES OF RETURN 
AT PRESENT RATES AND AT PROPOSED RATES 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

Total Sales Revenues 

Other Operating Revenues 

Total Revenues 

Sales Revenues 
(SOOOs) 

$4,556.7 

$1.703.7 

$2.831.8 

$643.4 

$2,734.9 

$160.9 

$12,631.4 

$107.1 

$12,738.5 

Present Rates 
Rate of Retum 

(%) 

•2.13% 

17.79% 

15.65% 

0.04% 

-1.39% 

20.73% 

4.30% 

ROR Index 
(%) 

-49.57% 

413.95% 

364.04% 

1.03% 

-32.24% 

482.39% 

100.00% 

Sales Revenues 
($000s) 

$4,796.9 

$1.793.5 

$2,981.1 

$677.3 

$2,879.1 

$169.4 

$13,297.3 

$122.1 

$13,419.4 

Proposed Rates 
Rate of Retum 

(%) 

0.24% 

20.50% 

18.67% 

2.44% 

1.12% 

22.80% 

6.86% 

ROR Index 
(%) 

3.51% 

298.87% 

272.17% 

35.62% 

16.35% 

332.43% 

100.00% 

Proposed 
Amount 
($000s) 

$240.2 

$89.8 

$149.3 

$33.9 

$144.2 

$8.5 

$665.9 

$15.0 

$680.9 

Increase 
Percent 

(%) 

5.27% 

5.27% 

5.27% 

5.27% 

5.27% 

5.28% 

5.27% 

14.01% 

5.35% 

Pricing'pcy 
MECO 1801 inrough MECO 1B12 02-l9.O7.W-S 
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MAUI ELECTRIC COMPANY, INC. Maui Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF CLASS RATES OF RETURN ON RATE BASE AT PRESENT RATES 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

Total Operating 
Revenues 

(SOOOs) 

$122,342.7 

$29,872.1 

$75,111.6 

$5,917.0 

$99,017.1 

$2,203.7 

$334,464,2 

Total Operating 
Expenses 
(SOOOs) 

$116,714.1 

$26,937.1 

$67,597.5 

$5,618.4 

$92,110.3 

$2,114.2 

$311,091.6 

Total Operating 
Income 
(SOOOs) 

$5,628.6 

$2,935.0 

$7,514.1 

$298.6 

$6,906.8 

$89.5 

$23,372.6 

Rate Base 
(SOOOs) 

$167,584.8 

S34.563.3 

$63,696.8 

$6,024.2 

$81,275.7 

$5,084.4 

$358,229.1 

Return on 
Rate Base 

(%) 

3.36% 

8.49% 

11.80% 

4.96% 

8,50% 

1.76% 

6.52% 

Pficing/PCY 
MECO 1801 through MECO 1812 02-l9-07,XLS 
MECO 1803 Pgl Print Date: 2/19/2007 
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MAUI ELECTRIC COMPANY, INC. Lanai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF CLASS RATES OF RETURN ON RATE BASE AT PRESENT RATES 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

Total Operating 
Revenues 

(SOOOs) 

$2,745.4 

$726.2 

$2,255.6 

$180.8 

$4,140.7 

$55,9 

$10,104,6 

Total Operating 
Expenses 
(SOOOs) 

$3,106.3 

$693.6 

$2,088.7 

SI 70.1 

$3,887.0 

$59.4 

$10,005.1 

Total Operating 
Income 
(SOOOs) 

($360.9) 

$32.6 

$166,9 

$10,7 

$253.7 

($3.5) 

$99.5 

Rate Base 

(SOOOS) 

$5,276,5 

$938.6 

$2,640.1 

$183.4 

$4,123.4 

$96,4 

$13,258.4 

Retum on 
Rate Base 

(%) 

-6,84% 

3.47% 

6.32% 

5.82% 

6.15% 

-3.65% 

0.75% 

Pricins/PCY 
MECO 1801 IhrougtiMECO 1812 02-19-07,XLS 
MECO 1803 Pg2 Print Date: 2/19/2007 
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MAUI ELECTRIC COMPANY, INC. Molokai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF CLASS RATES OF RETURN ON RATE BASE AT PRESENT RATES 

Total Operating Total Operating Total Operating Retum on 
Income Rate Base Rate Base Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

Revenues 
(SOOOs) 

$4,582.2 

$1,707.5 

$2,834.6 

$644.4 

$2,737.9 

$231.9 

$12,738.5 

Expenses 
(SOOOs) 

$4,709.2 

$1,376.4 

$2,406,8 

$644,1 

$2,782.3 

$184.8 

$12,103,5 

(SOOOs) 

($127.0) 

$331,1 

$427,8 

$0.3 

($44.4) 

$47,1 

(SOOOs) 

$5,961.8 

$1,861.2 

$2,734.2 

$787,9 

$3,202.0 

$227.1 

(%) 

-2.13% 

17,79% 

15.65% 

0.04% 

-1,39% 

20.73% 

$635.0 $14,774,3 4.30% 

Pricing/PCY 
MECO I80I through IMECO I8I202-I9-07.XLS 
MECO 1803 Pg3 Print Dale: 2/19/2007 
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MAUI ELECTRIC COMPANY, INC. - Maui Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF CLASS RATES OF RETURN ON RATE BASE AT PROPOSED RATES 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

Total Operating 
Revenues 

(SOOOs) 

$128,955.6 

$31,455.6 

$79,068.0 

$6,228,8 

$104,234.9 

$2,278.6 

$352,221.5 

Total Operating 
Expenses 
(SOOOs) 

$119,643.3 

$27,639.0 

$69,351.7 

$5,756.7 

$94,423.7 

$2,147.5 

$318,961.9 

rotat Operating 
Income 
(SOOOs) 

$9,312.3 

$3,816.6 

$9,716.4 

$472,1 

$9,811.1 

$131.2 

$33,259.6 

Rate base 
(SOOOs) 

$167,516.6 

$34,547.0 

$63,656.1 

$6,021.0 

$81,221.9 

$5,083.6 

$358,046.1 

Return on 
Rate Base 

(%) 

5.56% 

11.05% 

15.26% 

7.84% 

12.08% 

2.58% 

9,29% 

Priclng/PCY 
MECO 1801 through MECO 1812 02-19-07.X1,S 
MECO 1804 Pgl Prim Date: 2/19/2007 
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MAUI ELECTRIC COMPANY. INC. - Lanai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF CLASS RATES OF RETURN ON RATE BASE AT PROPOSED RATES 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

Revenues 
(SOOOs) 

$2,898.1 

$764.7 

$2,374.4 

$190.3 

$4,358,9 

$57.8 

$10,644.2 

Total Operating Total Operating Total Operating Retum on 
Expenses Income Rate base Rate Base 

(SOOOs) 

$3,173.9 

$710.7 

$2,141.3 

$174.3 

$3,983.7 

$60,3 

(SOOOs) 

($275.8) 

$54,0 

$233.1 

$16.0 

$375.2 

($2,5) 

(SOOOs) 

$5,282.7 

$940.2 

$2,644.9 

$183.8 

$4,132.3 

$96.5 

(%) 

-5.22% 

5.74% 

8.81% 

8.69% 

9.08% 

•2.55% 

$10,244.3 $399.9 $13,280.4 3.01% 

Pricing/PCY 
MECO 1801 through MECO 1812 02-19-07.XLS 
MECO 1804 Pg2 Print Date: 2/19/2007 



MECO 1804 
DOCKET NO. 2006-0387 
PAGE 3 OF 3 

MAUI ELECTRIC COMPANY. INC. - Molokai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF CLASS RATES OF RETURN ON RATE BASE AT PROPOSED RATES 

Total Operating Total Operating Total Operating Retum on 
Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

Revenues 
(SOOOs) 

$4,835.8 

$1,798.6 

$2,984.0 

$678.4 

$2,882.2 

$240.4 

$13,419.4 

Expenses 
(SOOOs) 

$4,821.5 

$1,416,7 

$2,473.0 

$659.1 

$2,846.2 

$188.6 

$12,405.2 

income 
(SOOOs) 

$14.3 

$381,9 

$511.0 

$19.3 

$35.9 

$51.8 

$1,014,2 

Rate base 
(SOOOs) 

$5,967.4 

$1,863.2 

$2,737,5 

$788.6 

$3,205.1 

$227.3 

$14,789.3 

Rate Base 

(%) 

0,24% 

20.50% 

18.67% 

2.44% 

1.12% 

22,80% 

6.86% 

Pricing/PCY 
MECO 1801 through MECO 1812 02-19-07.XLS 
MECO 1804 Pg3 Print Date: 2/19/2007 



MECO 1805 
DOCKET NO, 2006-0387 
PAGE 1 OF 3 

MAUI ELECTRIC COMPANY. INC. - Maui Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

ALLOCATION OF RATE INCREASE BASED ON EOUAL CLASS ROR FROM PRESENT RATES 

Sales Revenues at Rev Requirements 
Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F _ 

Total Sales Revenues 

Other Operating Revenues 

TOTAL SYSTEM 

Present Rates 

(SOOOs) 

$121,916,2 

$29,612.9 

$75,029,6 

$5,909,6 

$98,985.7 

$1,421.2 

$333,075.2 

$1,369.0 

$334,464.2 

at Equal ROR 

(SOOOs) 

$138,656,8 

$30,103,0 

$71,804.6 

$6,344.6 

$99,686,5 

$2,081.1 

$348,676,5 

$1,589.0 

$350,265.5 

REVENUE INCREASE 

($000s) 

$16,740,6 

$290.1 

($3,225.0) 

£435,0 

$700.8 

$659.9 

$15,601.3 

$200.0 

$15,801.3 

% Increase 

13,73% 

0,97% 

-4,30% 

7.36% 

0.71% 

46.43% 

4.68% 

14.40% 

4.72% 

% of Total 

107.3% 

1.9% 

-20.7% 

2,8% 

4,5% 

4.2% 

100,0% 

CLASS RATES OF RET 
At Present 

Rates 
(%) 

3.36% 

8.49% 

11.80% 

4.96% 

8.50% 

1.76% 

6.52% 

At Equal 
(%) 

URN 

ROR 

8,99% 

8,98% 

8.97% 

8,99% 

8.98% 

9,00% 

8.99% 

PncinijiPCV 
MECO laOl inrough MECO lB1Z0Z-l9O7.XLS 
MECO 1805 Pg l PrinI Dale: 2 /1*2007 



MECO 1805 
DOCKET NO, 2006-0387 
PAGE 2 OF 3 

MAUI ELECTRIC COMPANY. INC. • Lanai Division 
DOCKET NO. 2006-0387. TEST-YEAR 2007 

ALLOCATION OF RATE INCREASE BASED ON EQUAL CLASS ROR FROM PRESENT RATES 

Rate Class 
Sales Revenues at Rev Requirements 

Presenl Rates al Equal ROR 

Schedute R 

Schedule G 

Schedute J 

Schedute H 

Schedule P 

Schedute F 

Total Sates Revenues 

Olher Operating Revenues 

TOTAL SYSTEM 

(SOOOs) 

$2,731.6 

£725.2 

$2,253.8 

$180.5 

K 1 3 8 , 7 

$36.9 

$10,066.7 

$37.9 

(SOOOs) 

$4,225,6 

$816.1 

£2,380,0 

$191.0 

$4,348.6 

£58.8 

$12,022.1 

£46.9 

REVENUE INCREASE 

(SOOOs) 

£1,494,0 

$92.9 

£126.2 

$10.5 

$209.9 

£2t.9 

$1,955.4 

$9.0 

% Increase 

54.69% 

12,81% 

5.60% 

5,81% 

5.07% 

59.35% 

19.42% 

23.75% 

% of Total 

76.4% 

4,8% 

6,5% 

0.5% 

10.7% 

1.17c. 

100,0% 

C U S S RATES OF RETURN 
At Present 

Rates At Equal ROR 

(%) 

-6.84% 

3,477o 

6,32% 

5,82% 

6.15% 

-3.e57o 

(%) 
8.99% 

8.99% 

8.98% 

9,03% 

8.98% 

8,99% 

$10,104.6 $12,069.0 $1,964.4 19.44% 0,75% 8.99% 

Pricing'PC Y 
MECO 1801 rntough MECO 1812 02.19^)7.)Q.S 
MECO 1805 PqZ PrinlDatO: 2/19/2007 



MECO 1805 
DOCKET NO, 2006-0387 
PAGE 3 OF 3 

MAUI ELECTRIC COMPANY. INC, - Molokai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

ALLOCATION OF RATE INCREASE BASED ON EQUAL CLASS ROR FROM PRESENT RATES 

Sales Revenues at Rev Requirements 
Rate Class 

Schedute R 

Schedule G 

Schedule J 

Schedule H 

Schedute P 

Schedule F 

Total Sates Revenues 

Other Operating Revenues 

TOTAL SYSTEM 

Present Rates 

(SOOOs) 

$4,556,7 

$1,703,7 

$2,831,8 

$643.4 

$2,734.9 

$160.9 

$12,631.4 

$107.1 

$12,738.5 

at Equal ROR 

(SOOOs) 

$5,736.6 

$1,407.0 

$2,503,5 

$770.1 

$3,332.7 

$113.0 

$13,862.9 

$122.1 

$13,985.0 

REVENUE INCREASE 

(SOOOs) 

$1,179.9 

(S206.7) 

($328.3) 

$126.7 

$597.8 

iS-ir.C} 

$1,231.5 

$15.0 

$1,246.5 

% Increase 

25.89% 

-17,42% 

-11.59% 

19-69% 

21.86% 

•29.77% 

9,75% 

14,01% 

9.79% 

% of Total 

95,8% 

-24.1% 

-26.7% 

10.3% 

48.5% 

-3,9% 

100.0% 

CLASS RATES OF RET 
At Present 

Rates 

(%) 

-2.13% 

17,79% 

15.65% 

0.04% 

-1.39% 

20.73% 

4,30% 

URN 

Al Equal FlOR 

(%) 

8.99% 

8,98% 

8.98% 

8.99% 

8.99% 

9.05% 

8.99% 

Pricing/PC¥ 
MECO 1801 IhiougflMECO iei2 02-19O7.XLS 
MECO 1BD6 f>g3 PiioiDale, 2/t9'2007 



MECO 1806 
DOCKET NO. 2006-0387 
PAGE 1 OF 3 

MAUt ELECTRIC COMPANY, INC. - Maui Division 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

COMPARISON OF CLASS REVENUE REQUIREMENTS AT PRESENT RATES, AT PROPOSED RATES 

AND AT EQUAL RATES OF RETURN 

C U S S RATES OF RETURN 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

Total Sales Revenues 

Other Operating Revenues 

TOTAL SYSTEM 

Sales Revenues at 
Present Rates 

($000s) 

$121,916.2 

$29,812.9 

$75,029,6 

$5,909.6 

$98,985.7 

$1,421.2 

$333,075.2 

$1,389.0 

$334,464.2 

Sales Revenues at 
Proposed Rates 

($000s) 

$128,342.8 

$31,384.4 

$78,984.6 

$6,221.1 

$104,203,5 

$1,496,1 

$350,632.5 ' 

$1,589.0 

$352,221.5 1 

Sales Revenues at 
Equal ROR 

($000s) 

$138,656.8 

$30,103.0 

$71,804.6 

$6,344.6 

$99,686.5 

$2,081.1 

$348,676.5 ' 

$1.589.0 

$350,265.5 ' 

At Present 
Rates 

(%) 

3.36% 

8.49% 

11.80% 

4.96% 

8,50% 

1,76% 

6.52% 

At Proposed 
Rates 

(%) 

5.56% 

11.05% 

15.26% 

7.84% 

12.08% 

2.58% 

9.29% 

At Equal ROR 

(%) 

8.99% 

8.98% 

8.97% 

8.99% 

8.98% 

9,00% 

8.99% 

The totals may not exactly equal due to rounding. 

Pridng/PCY 
MECO leOI Ifnough MECO 1812 02-19-O7.)(LS 
MECO 1806 Pgl Print Dale: 2/19/2007 



MECO 1806 
DOCKET NO. 2006-0387 
PAGE 2 OF 3 

MAUI ELECTRIC COMPANY, INC. - Lanai Division 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

COMPARISON OF CLASS REVENUE REQUIREMENTS AT PRESENT RATES, AT PROPOSED RATES 

AND AT EOUAL RATES OF RETURN 

CLASS RATES OF RETURN 

Rale Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

Total Sales Revenues 

Other Operating Revenues 

TOTAL SYSTEM 

Sales Revenues at 

Present Rates 

(SOOOs) 

$2,731.6 

$725.2 

$2,253,8 

$180.5 

$4,138.7 

$36.9 

$10,066.7 

$37.9 

$10,104.6 

Sales Revenues at 

Proposed Rates 

($000s) 

$2,875.6 

$763.4 

$2,372.6 

$190.0 

$4,356.9 

$38.6 

$10,597,3 1 

$46,g 

$10,644.2 ' 

Sales Revenues at 

Equal ROR 

($000s) 

$4,225.6 

$816.1 

$2,380.0 

$191.0 

$4,348.6 

$58.8 

$12,022.1 • 

$46.9 

$12,069.0 ' 

At Present 

Rates 

(%) 

-6,84% 

3.47% 

6.32% 

5.82% 

6.15% 

-3.65% 

0.75% 

At Proposed 

Rates 

(%) 

-5.22% 

5.74% 

8.81% 

8.69% 

9.08% 

-2.55% 

3.01% 

At Equal ROR 

(%) 

8.99% 

8.99% 

8,98% 

9.03% 

8.98% 

8.99% 

8.99% 

The totals may not exactly equal due to rounding. 

PricinB/PCY 
MECO 1801 ihroughMECO 181202-19^7X15 
MECO 1806 Pg2 Prim Date: 2/19/2007 



MECO 1806 
DOCKET NO. 2006-0387 
PAGE 3 OF 3 

MAUI ELECTRIC COMPANY, INC. - Molokai Division 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

COMPARISON OF CLASS REVENUE REQUIREMENTS AT PRESENT RATES, AT PROPOSED RATES 

AND AT EQUAL RATES OF RETURN 

CLASS RATES OF RETURN 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule p 

Schedule F 

Tota! Sales Revenues 

Other Operating Revenues 

TOTAL SYSTEM 

Sales Revenues at 

Present Rates 

($000s) 

$4,556.7 

$1,703,7 

$2,631.8 

$643.4 

$2,734,9 

$160.9 

$12,631.4 

$107,1 

$12,738.5 

Sales Revenues at 

Proposed Rates 

($000s) 

$4,796,9 

$1,793.5 

$2,981.1 

$677.3 

$2,879.1 

$169.4 

$13,297.3 ' 

$122.1 

$13,419.4 • 

Sales Revenues at 

Equal ROR 

(SOOOs) 

$5,736.6 

$1,407.0 

$2,503.5 

$770,1 

$3,332.7 

$113.0 

$13,862.9 1 

$122.1 

$13,985.0 ' 

At Present 
Rates 

(%) 

-2.13% 

17.79% 

15.65% 

0.04% 

-1.39% 

20.73% 

4.30% 

At Proposed 
Rates 

(%) 

0.24% 

20.50% 

18.67% 

2.44% 

1.12% 

22.80% 

6.86% 

At Equal ROR 

(%) 

8.99% 

8.98% 

8,98% 

8.99% 

8,99% 

9.05% 

8.99% 

' The totals may not exactly equal due to rounding. 

Pricing/PCY 
MECOiaoi ihroughMECO Ia i2 02-19-07.XLS 
MECO lB06Pg3 Print Date; 2/1*2007 



MAUI ELECTRIC COMPANY, INC, - Maui division 

DOCKET NO. 2006-0387. TEST-YEAR 2007 

SUMMARY OF COST COMPONENTS BY RATE CLASS AT PROPOSED RATES 

MECO 1807 
DOCKET NO. zooe-ma? 
PAGE 1 OF 3 

COST COMPONENTS AT PROPOSED RATES 

Rate Class 

Schedule R 

Schedute G 

Schedule J 

Schedule H 

Schedule PS 

Schedule F 

TOTAL 

PERCENT OF TOTAL 

DEMAND COSTS 

($000s) 

$33,406.0 

$9,709.8 

$2S.962.9 

$1,764.1 

$30,966,0 

$143.3 

$102,974.1 

29,37% 

(%) 

32.44% 

9.43% 

26.18% 

1.71% 

30.09% 

0.14% 

100.00% 

ENERGY COSTS 

($0008) 

$79,113.0 

$17,659,1 

$50,141.1 

$3,891.9 

$72,091.3 

$962.8 

$224,059,2 

63.90% 

(%) 

35,31% 

7.97% 

22.38% 

1.74% 

32,16% 

0.43% 

100.00% 

CUSTOMER COSTS 

(SOOOs) 

$15,623.8 

$3,815.5 

$1,880.6 

$565.1 

$1,124,2 

$390.0 

$23,599.2 

6.73% 

(%) 

67.05% 

16.17% 

7,97% 

2,39% 

4,76% 

1.65% 

100.00% 

TOTAL COSTS 

($0003) 

$128,342,8 

$31,384.4 

$78,984.6 

$6,221.1 

$104^03.5 

$1,496.1 

$350,632.5 

100,00% 

(%) 

36.60% 

a.95% 

22.53% 

1.77% 

29.72% 

0,43% 

100.00% 

PocifH^PCV 
MECO IBOl OHOiignMECO 1812 02.ia-07.)(LS 
MECO IBOTPgt PnnlDale:2/l;v2O07 



MECO 1607 
DOCKET NO. 2006-0387 
PAGE 2 OF 3 

MAUI ELECTRIC COMPANY, INC, - Lanai division 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF COST COMPONENTS BY RATE CLASS AT PROPOSED RATES 

COST COMPONENTS AT PROPOSED RATES 

Rale Class 

Schedule R 

Schedule G 

Schedule J 

SchedUeH 

Schedule PS 

Schedule F 

TOTAL 

PERCENT OF TOTAL 

DEMAND COSTS 
($000a) 

$689.9 

$229.4 

$899,3 

$60,7 

$1,429.5 

$1.0 

$3,309.8 

31.23% 

(%) 

20.64% 

6.93% 

27.17% 

1.83% 

43,19% 

0.03% 

lOO.OO '̂o 

ENERGY COSTS 

($0008) 

$1,856.2 

$450.6 

$1,444.0 

$126.6 

$2,922.8 

$25,3 

$6,825.5 

64.41% 

t%) 

27,20% 

6,60% 

21-16% 

1.86% 

42.82% 

0.37% 

100.00% 

CUSTOMER COSTS 

($0008) 

$329,5 

$83,4 

$29,4 

$2.7 

$4.6 

$12.5 

$462.0 

4,36% 

(%) 

71,32% 

18,04% 

6,35% 

0.58% 

0.99% 

2,71% 

100,00% 

TOTAL COSTS 
($0008) 

$2,875.6 

$763,4 

$2,372.6 

$190.0 

$4,356.9 

$38.8 

$10,597.3 

100.00% 

(%) 

27,14% 

7,20% 

22.39% 

1.79% 

41,11% 

0.37% 

100,00% 

PricingiPCY 
I^ECO 1801 mroogn M E C O I 8 1 2 02-19-07.»11,S 
rJECO 1B07Pg2 Pnm Dala: 2/19/2007 



MECO 1607 
DOCKET NO. 2006-0387 
PAGE 3 OF 3 

MAUI ELECTRIC COMPANY, INC. • Molokai division 

DOCKET NO. 2006-0387. TEST-YEAR 2007 

SUMMARY OF COST COMPONENTS BY RATE CLASS AT PROPOSED RATES 

COST COMPONENTS AT PROPOSED RATES 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule PS 

Schedute F 

TOTAL 

PERCENT OF TOTAL 

DEMAND COSTS 
(SOOOs) 

$1,410.5 

$751.5 

$1,150.0 

$228.2 

$902.4 

$33.7 

$4,4765 

33.65% 

(%) 

31,51% 

16,79% 

25.69% 

5.10% 

20.16% 

0.75% 

100.00% 

ENERGY COSTS 

($0008) 

$2,865.1 

$883.4 

$1,790,9 

$438,1 

$1,964,7 

$103.4 

$8,045.6 

60,51% 

(%) 

35.61% 

10.98% 

22.26% 

5.44% 

24,42% 

1.29% 

100.00% 

CUSTOMER COSTS 

($0008) 

$521.3 

$158.6 

$40.2 

$11.0 

$12.0 

$32.2 

$775.4 

5,83% 

(%) 

67.23% 

20,46% 

5.19% 

1.42% 

1,55% 

4.16% 

100,00% 

TOTAL COSTS 

($0008) 

$4,796.9 

$1.793.5 

$2,981.1 

$677.3 

$2,879.1 

$169.4 

$13,297,3 

99.99% 

(%) 

36,08% 

13.49% 

22,42% 

5,09% 

21,65% 

1.27% 

100.00% 

PiKWtglPCy 
MECO tSOl Ihiougn M E C O i e i 2 02-19-07.XLS 
MEC0lB07Pg3 Piin1Dat6:2/1!Vi007 



MECO 1808 
DOCKET NO. 2006-0387 
PAGE 1 OF 3 

MAUI ELECTRIC COMPANY. INC. - Maul Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF UNIT COST COMPONENTS BY RATE CLASS AT PROPOSED RATES 

Rate Class 

Unit Cost Components At Proposed Rates 
Unit Demand 

Cost 
{$/l<W/mo.) 

Unit Energy 
Cost 

(C/kWh) 

Unit Customer 
Cost 

{$/Customer/mo.) 
Total Unit Cost 

(0/kWh) 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

$10.77 

$22.97 

$32.04 

$26.21 

$38.90 

$9.14 

18.391 

18.566 

18.696 

18.467 

18.392 

18.030 

$25.66 

$43.10 

$112.34 

$202.11 

$774.27 

$192.30 

29.836 

32.627 

29.451 

29.519 

26.585 

28.017 

$19.63 18.473 $32.40 28.908 

Pricing/PCY 
MECO 1801 through MECO 19l202-19-07.XLS 
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MECO 1808 
DOCKET NO. 2006-0387 
PAGE 2 OF 3 

MAUI ELECTRIC COMPANY, INC. - Lanai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF UNIT COST COMPONENTS BY RATE CLASS AT PROPOSED RATES 

Rate Class 

Unit Cost Components At Proposed Rates 
Unit Demand 

Cost 
($/kW/mo.) 

Unit Energy 
Cost 

(C/kWh) 

Unit Customer 
Cost 

($/Customer/mo.) 
Total Unit Cost 

{?/kWh) 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

$10.83 

$31.61 

$20.34 

$61.48 

$61.41 

$2.92 

22.685 

23.115 

23.235 

23.233 

22.881 

22.212 

$20.01 

$36.95 

$67.95 

$55.81 

$126.90 

$348. TO 

35.142 

39.161 

38.178 

34.862 

34.108 

34.125 

$23.67 22.920 $23.97 35.586 

Pricing/PCY 
MECO 1801 through MECO 1812 02-19-07.XLS 
MECO 1808 Pg2 Print Date: 2/19/2(X)7 



MECO 1808 
DOCKET NO. 2006-0387 
PAGE 3 OF 3 

MAUI ELECTRIC COMPANY. INC. - Molokai Division 
DOCKET NO. 2006-0387. TEST-YEAR 2007 

SUMMARY OF UNIT COST COMPONENTS BY RATE CLASS AT PROPOSED RATES 

Unit Cost Components At Proposed Rates 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

Unit Demand 
Cost 

($/kW/mo.) 

$15.20 

$34.97 

$47.52 

$36.43 

$29.49 

$23.67 

$25.33 

Unit Energy 
Cost 

(C/kWh) 

21.909 

22.343 

22.316 

21.968 

21.783 

21.617 

22.014 

Unit Customer 
Cost 

($/Customer/mo.) 

$17.06 

$28.66 

$42.45 

$28.62 

$71.43 

$298.50 

$20.57 

Total Unit Cost 
((C/kWh) 

36.682 

45.360 

37.147 

33.963 

31.921 

35.402 

36.383 

Pricing/PCY 
MECO 1801 through MECO 181202-19-O7.XLS 
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MECO 1809 
DOCKET NO. 2006-0387 
PAGE 1 OF 3 

MAUI ELECTRIC COMPANY. INC, - Maui Division 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF COST COMPONENTS BY RATE CLASS AT EQUAL RATES OF RETURN 

COST COMPONENTS AT EQUAL RATES OF RETURN 

Rale Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule PS 

Schedule F 

TOTAL 

PERCENT OF TOTAL 

DEMAND COSTS 

iSOOOs) 

$40,319,9 

$8,608,1 

$20,575,2 

$1,869.7 

$26.891,7 

$325,3 

$96,790.0 

28.33% 

(%) 

40.81% 

8.92% 

20.83% 

1,89% 

27-22% 

0.33% 

100.00% 

ENERGY COSTS 

($0008) 

$79,571.6 

$17,797,5 

$49,617.4 

$3,699.3 

$71,718.0 

$973.5 

$223,577.3 

64.12% 

(%) 

35.59% 

7.96% 

22.19% 

1.74% 

32.08% 

0,44% 

100.00% 

CUSTOMER COSTS 

($000s) 

$18,764.9 

$3,498.2 

$1,611.8 

$575.5 

$1,076,9 

$782.3 

$26,309,5 

7.55% 

(%) 

71.32% 

13.30% 

6,13% 

2.19% 

4,09% 

2.97% 

100.00% 

TOTAL COSTS 

($0008) 

$138,656,4 

$30,103,8 

$71,804.4 

$6,344.5 

$99,686.6 

$2,081,1 

$348,676.8 

100.00% 

(%) 

39.77% 

8.63% 

20.59% 

1.82% 

28.59% 

0,60% 

100.00% 

Pncii>9'PCy 
MECO 1801 IhrougriMECO i a i 2 02-1Q-07.XLS 
MECO 1H09 Pgt Print Dale: 2/l;V2007 



MECO 1809 
DOCKET NO. 2006-0387 
PAGE 2 OF 3 

MAUI ELECTRIC COMPANY. INC, - Unai Division 

DOCKET NO. 2006-0387, TEST-YEAR 2(X)7 

SUMMARY OF COST COMPONENTS BY RATE CLASS AT EQUAL RATES OF RETURN 

COST COMPONENTS AT EQUAL RATES OF RETURN 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule PS 

Schedule F 

TOTAL 

PERCENT OF TOTAL 

DEMAND COSTS 
($0009) 

$1,669.7 

$268.9 

$906.0 

$61.6 

$1,421.7 

$14.8 

$4,342.7 

36.12% 

(%) 

38,42% 

6,21% 

20.86% 

1.42% 

32.74% 

0.34% 

100.00% 

ENERGY COSTS 

($0008) 

$1,915.9 

$453.8 

$1,444.5 

$126.7 

$2,922.1 

$26.0 

$6,889.0 

57.30% 

(%) 

27.81% 

6.59% 

20.97% 

1.84% 

42.42% 

0,38% 

100,00% 

CUSTOMER COSTS 

($0008) 

$641.2 

S94.6 

529.6 

$2.6 

$4,5 

$17.9 

$790.4 

6,57% 

(%) 

81.12% 

11,97% 

3.75% 

0,33% 

0,57% 

2.27% 

100.00% 

TOTAL COSTS 

($0008) 

$4,225,7 

$816.3 

$2,380.2 

$190.9 

$4,348.3 

$58,7 

$12,022.1 

100,00% 

(%) 

35.15% 

6,81% 

19,80% 

1.59% 

36,17% 

0.49% 

100.00% 

PncmffPCV 
MECO 1801 Itiroiign UECO 1fl12 02-1947.XLS 
MECOIB09Pg2 Pnnt Data: 2/192007 



MECO 1609 
DOCKCT NO, 2006-0387 
PAGE 3 OF 3 

MAUI ELECTRIC COMPANY, INC. • Molokai Division 

DOCKET NO. 2006-0387. TEST-YEAR 2007 

SUMMARY OF COST COMPONENTS BY RATE CLASS AT EQUAL RATES OF RETURN 

COST COMPONENTS AT EQUAL RATES OF RETURN 

Rate Class 

Sche<JuleR 

Schedule G 

Schedule J 

SctwduleH 

Schedule PS 

Schedule F 

TOTAL 

PERCENT OF TOTAL 

DEMAND COSTS 

($000s) 

S2.171.6 

$421,9 

$713.1 

$313.6 

$1.323.3 

($16,1) 

$4,927.4 

35,54% 

(%) 

44.07% 

6.56% 

14.47% 

6.36% 

26,86% 

•0,33% 

100.00% 

ENERGY COSTS 

($000S) 

$2,914.2 

$B63.9 

$1,757,5 

$443.7 

$1,994.9 

$100.6 

$8,074.9 

58.25% 

(%) 

36.09% 

10.70% 

21.77% 

5.50% 

24,71% 

1.25% 

100.00% 

CUSTOMER COSTS 

($0008) 

$651.0 

$121.3 

$32.9 

$12.8 

S14.4 

$28,7 

$861.1 

6,21% 

(%) 

75,60% 

14,08% 

3.62% 

1.49% 

1.67% 

3.33% 

100.00% 

TOTAL COSTS 

($000s) 

$5,736,9 

$1,407,0 

$2,503,5 

$770.2 

$3,332.6 

$113.2 

$13,663.4 

100.00% 

(%) 

41.38% 

10,15% 

18.06% 

5,56% 

24.04% 

0.82% 

100.00% 

PhCin^PCY 
MECO 1801 Ihrougti MECO 1B12 02.1*07.XLS 
MECO 1809 Pg3 PrinlO.ire: 2/13/2007 



MECO 1810 
DOCKET NO. 2006-0387 
PAGE 1 OF 3 

MAUI ELECTRIC COMPANY, INC. - Maui Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF UNIT COST COMPONENTS BY RATE CLASS AT EQUAL RATES OF RETURN 

Rate Class 

Unit Cost Components At Equal Rates of Return 
Unit Demand 

Cost 
{$/kW/mo.) 

Unit Energy 
Cost 

(C/kWh) 

Unit Customer 
Cost 

($/Customer/mo.) 
Total Unit Cost 

(C/kWh) 

Schedule R 

Schedule G 

Schedule J 

Schedute H 

Schedule P 

Schedule F 

TOTAL 

$13.00 

$20.84 

$24.44 

$27.78 

$33.75 

$20.73 

18.498 

18.502 

18.501 

18.502 

18.297 

18.231 

$30.42 

$39.51 

$96.27 

$205.84 

$741.68 

$385.71 

32.233 

31.295 

26.773 

30.104 

25.433 

38.972 

$18.83 18.433 $36.11 28.747 

Pncing/PCY 
MECO 1601 through MECO 1812 02-19-07.XLS 
MECO 1810 Pgl Print Date: 2/19/2007 



MECO 1810 
DOCKET NO. 2006-0387 
PAGE 2 OF 3 

MAUI ELECTRIC COMPANY, INC. - Lanai Division 
DOCKET NO. 2006-0387. TEST-YEAR 2007 

SUMMARY OF UNIT COST COMPONENTS BY RATE CLASS AT EQUAL RATES OF RETURN 

Rate Class 

Unit Cost Components At Equal Rates ot Return 
Unit Demand 

Cost 
($/kW/mo.) 

Unit Energy 
Cost 

(C/kWh) 

Unit Customer 
Cost 

($/Customer/mo.) 
Total Unit Cost 

(C/kWh) 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

$26.20 

$37.18 

$20.49 

$62.38 

$61,08 

$42.58 

23.414 

23.281 

23.244 

23.251 

22.876 

22.859 

$38.94 

$41.91 

$68.59 

$54.32 

$124.85 

$497.62 

51.642 

41.977 

38.300 

35.028 

34.041 

51.627 

$31.07 23.134 $41.01 40.371 

Pricing/PCY 
MECO 1801 through tAECO 1812 02-19-07.XLS 
UECO 1810 Pg2 Print Date: 2/19/2007 



MECO 1810 
DOCKET NO. 2006-0387 
PAGE 3 OF 3 

MAUI ELECTRIC COMPANY, INC. - Molokai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF UNIT COST COMPONENTS BY RATE CLASS AT EQUAL RATES OF RETURN 

Unit Cost Components At Equal Rates of Retum 

Rate Class 

Schedule R 

Schedule G 

Schedule J 

Schedule H 

Schedule P 

Schedule F 

TOTAL 

Unit Demand 
Cost 

($/kW/mo.) 

$23.42 

$19.63 

$29.46 

$50.04 

$43.24 

($11.28) 

$27.87 

Unit Energy 
Cost 

((5/kWh) 

22.285 

21.848 

21.901 

22.251 

22.118 

21.026 

22.094 

Unit Customer 
Cost 

($/Customer/mo.) 

$21.31 

$21.92 

$34.68 

$33.45 

$85.76 

$265.48 

$22.85 

Total Unit Cost 
(C/kWh) 

43.870 

35.585 

31.196 

38.622 

36.949 

23.657 

37.932 

Pricing/PCY 
MECO 1801 through MECO 1812 02-19-07.XLS 
MECO 1810 Pg3 Priril Dale: 2/19/2007 



MAUI ELECTRIC COMPANY, INC. - Maui Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF ALLOCATION FACTORS 

ALLOCATION BASIS 
Demand Allocation Factors: 
Average-Excess Demand 
Class Peak Demand 
Composite N C D 

Energy Allocation Factors: 
Gross Input 

Customer Allocation Factors: 
Primary Lines 
Secondary Lines 
Transformers 
Services 
Meter 
Cust Acct Fct 
Bad Debt 
Cust Serv Fct 
Avg Cusl 

-

Dl 
D2 
D3 

El 

CI 
C2 
C3 
C4 
C5 
C6 
C7 
C8 
CIO 

Schedule R 

39.73% 
42.95% 
56.31% 

35.60% 

79.08% 
82.76% 
74.79% 
81.96% 
81.49% 
77.84% 
65.66% 
21.41% 
84.68% 

Schedule G 

8.78% 
9.41% 
9.69% 

7.96% 

15.55% 
13.31% 
17.50% 
13.18% 
13.92% 
15.20% 
11.65% 
6.20% 

12.16% 

Schedule J 

20.85% 
19.86% 
19.67% 

22.19% 

4.08% 
2.92% 
5.44% 
2.96% 
2.94% 
5.58% 

16.36% 
24.33% 

2.30% 

Schedule H 

1.88% 
t.98% 
1.82% 

1.74% 

0.66% 
0.48% 
0.75% 
0.48% 
0.48% 
0.53% 
1.57% 

16.07% 
0.38% 

Schedule P 

28.19% 
25.10% 
11.96% 

32.07% 

0.37% 
0.26% 
1.27% 
1.14% 
0.90% 
0.60% 
4.70% 

31.94% 
0.20% 

Schedule F 

0.57% 
0.67% 
0.54% 

0.44% 

0.26% 
0.27% 
0.25% 
0.27% 
0.27% 
0.26% 
0.06% 
0.05% 
0.28% 

Total 

100.00% 
100.00% 
100.00% 

100.00% 

100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 

Pricing/PCY 
MECOl801throughMECO1812 02-19-07.XLS 
MECO 1811 Pgi 
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MAUI ELECTRIC COMPANY, INC. - Unai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF ALLOCATION FACTORS 

ALLOCATION BASIS 
Demand Allocation Factors: 
Average-Excess Demand 
Class Peak Demand 
Composite NCD 

Energy Allocation Factors: 
Gross Input 

Customer Allocation Factors: 
Primary Lines 
Secondary Lines 
Transformers 
Services 
Meter 
Cust Acct Fct 
Bad Debt 
Cust Serv Fct 
Avg Cust 

-

Dl 
D2 
D3 

El 

CI 
C2 
C3 
C4 
C5 
C6 
C7 
C8 

CIO 

Schedule R 

34.78% 
35.15% 
51.32% 

27.67% 

82.08% 
84.32% 
78.89% 
83.60% 
82.75% 
79.69% 
88.35% 

5.00% 
85.43% 

Schedule G 

6.33% 
6.32% 
7.48% 

6.59% 

13.05% 
12.13% 
14.38% 
12.03% 
12.81% 
13.98% 
11.65% 
5.00% 

11.71% 

Schedule J 

21.89% 
21.93% 
33.88% 

21.01% 

3.98% 
2.83% 
5.38% 
2.83% 
2.82% 
5.25% 
0.00% 

30.00% 
2.24% 

Schedule H 

1.49% 
1.48% 
1.45% 

1.84% 

0.36% 
0.29% 
0.64% 
0.28% 
0.29% 
0.32% 
0.00% 

20.00% 
0.25% 

Schedule P 

34.90% 
34.50% 
5.29% 

42.50% 

0.36% 
0.25% 
0.54% 
1.07% 
1.14% 
0.57% 
0.00% 

40.00% 
0.19% 

Schedule F 

0.61% 
0.62% 
0.58% 

0.38% 

0.18% 
0.18% 
0.17% 
0.18% 
0.18% 
0.19% 
0.00% 
0.00% 
0.19% 

Total 

100.00% 
100.00% 
100.00% 

100.00% 

100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 

Pricing/PCY 
MECO 1801 through MECO 1812 02-19-07.XLS 
MECO 1811 Pg2 
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MAUI ELECTRIC COMPANY, INC. - Molokai Division 
DOCKET NO. 2006-0387, TEST-YEAR 2007 

SUMMARY OF ALLOCATION FACTORS 

ALLOCATION BASIS 
Demand Allocation Factors: 
Average-Excess Demand 
Class Peak Demand 
Composite NCD 

Energy Allocation Factors: 
Gross Input 

Customer Allocation Factors: 
Primary Lines 
Secondary Lines 
Transformers 
Services 
Meter 
Cust Acct Fct 
Bad Debt 
Cust Serv Fct 
Avg Cust 

-

Dl 
Da 
D3 

El 

C l 

ca 
C3 
C4 
C5 
C6 
C7 
C8 
CIO 

Schedule R 

37.28% 
38.08% 
46.43% 

35.84% 

76.06% 
79.33% 
71.35% 
77.74% 
76.35% 
70.38% 
70.27% 
5.00% 

81.06% 

Schedule G 

12.30% 
13.12% 
12.97% 

10.84% 

17.08% 
15.51% 
18.73% 
15.20% 
16.04% 
20.90% 
13.35% 
5.00% 

14.68% 

Schedule J 

19.73% 
1847% 
16.50% 

22.00% 

4.08% 
3.05% 
5.36% 
3,04% 
3,08% 
5,94% 

11.13% 
30.00% 

2.52% 

Schedule H 

5.69% 
5.81% 
4.80% 

5.47% 

1.67% 
1.25% 
0.90% 
1.21% 
1.23% 
1.45% 
2.54% 

20.00% 
1.02% 

Schedule P 

23.43% 
22.81% 
18.01% 

24.54% 

0.84% 
0.58% 
3.41% 
2.53% 
3,04% 
1.09% 
2.69% 

40.00% 
0.45% 

Schedule F 

1.57% 
1.71% 
1.29% 

1.31% 

0.27% 
0.28% 
0.25% 
0.27% 
0.27% 
0.25% 
0.02% 
0.00% 
0.29% 

Total 

100.00% 
100.00% 
100.00% 

100.00% 

100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 

Pricing/PCY 
MECO 1801 through MECO 1812 02-19-07.XLS 
MECO 1811 Pg3 
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MAUI ELECTKIC COMPANY - Maui Diviskin 
DOCKET NO. 3006-(1387 TEST-YEAR 2007 

ENERGY LOSS ANALYSIS BY RATE CLASS 

I ENERGY SALES 

L I N E TRANSFOKMER LOSSF-S: 
; GENERATOR STEP UP 
3 TRANSMISSION LINE LOSS 
i TRANM T o PRIMARY T R A N S P R 
.< PRIMARY LINE LOSS 
ft PRIM.ARY TO SECNDRY TRANSF 
7 SECONDARY LINELOSS 

K TOTAL LINE AND TRSFMB LOSS 

y COMPANY USE 

(0 ufJACCoiisrm (-OR 

II NET INPUT 
i : LESS PURCHASED POWER 

13 NETGENFJIATION 
14 STATION USE 

l i GROSS GENERATION 
Ih PLUS PURCHASED POWER 

GROSS I N P i r r BY VOLTAGE: 
n GROSS I 
IK GROSS II 
IV GROSS 111 

Trtal 

Sman 

IJ12.S:9 

5,1 H7 

:7.40i 

7.'JK0 

37.944 

8,281 

7J:N 

B, 

4311.167 

1.786 
a.7l9 

2.830 
13.457 

3J32 

!.•)« 

Q 

96.193 

39y 

2.173 

633 

3.a» 
745 

asi 
•)4,17t. 

l i l M 

i j : ' ) i .43 i 

; i4.214 

I.077JI7 

21,686 

1 ,(«K.W3 
214.214 

1JI3. I17 

U I O . 154 

I.112.02K 

35.0M 

-ft.l'lii 

459,692 
7fi.;il 

3K3.441 
7.719 

467,411 
467,411 
467.411 

7.M5 

dJI i 

102.795 
17.051 

85,744 
1.726 

l(MJ2l 
104 J : I 
104 J21 

2 

»9S 

i : 

68 

20 

94 

0 

Q 

J-Scomdiirv 

365.195 

l . lUl 

5.992 

1.745 

8.296 

2.054 

:.-Hi 

I 

268.193 

1.114 

6.059 

1.765 

8J90 

2.054 

2.441 

H 

21.075 

88 

476 

139 

659 

163 

194 

PJ2 &EE 

2.T)] 1.38.029 

P-DS P-SEC 

43.927 307134 

J l 

3,153 

521 

2.630 
i l 

2.683 

i21 

3 . ^ * 

3.206 

0 

21.629 

-3.79(1 

283 J97 
47.008 

: 36.389 

241.148 
47.008 

288.156 
288.156 
288.156 

21.823 

367 

286J50 
47i31 

239 .UIV 
4.812 

243.831 
47.531 

291.362 
291,362 
288,156 

!.7ig 

ziOI 

22^22 

18.786 

m 
19,164 
3,736 

22.900 

22.900 

22,900 

179 

=m 
2.914 

m 
2.431 

2.480 

itti 

573 
3.119 

908 
4.318 

II 

n 

8.918 

189 

-1.^7,1 

145.163 
24,1171) 

121,085 
2JIfi 

I2.^ji22 
24,1179 

147,601 
147.601 

182 
992 
2K9 

1.374 
140 

3.178 

60 

diZfi 

46J3R 

L212 

38.818 

m 
39,NI0 

7.719 

47,319 
47.319 

861 

4.682 

I,.363 

6,483 

1.605 

0 

14.994 

284 

-2,1'62 

219^50 
•36.418 

18.3,133 
3.687 

186.820 
.36,418 

223.237 

223.237 

223.237 

Tola; 

E 

391.961 

1,628 
K.856 
2 J ^ 7 9 

12.262 
1.945 

Q 

27.270 

J M 2 

414.166 

345,466 

352.421 
68.699 

421,120 
418.157 
223,237 

5J4(1 

12! 
35 

167 
41 

n 

iZfi 

5.7fl7 

4,760 

4,856 
947 

5.802 
5.802 
5.802 

20 GROSS TO SALF-S RATIO 1.0826 10866 I 0866 1.0693 
21 N E T T O S A L E S RATIO i .06J ' 1.0686 1,0686 1.0517 

Line Di;rivaii.mi Line Ba'.ls 

1 TEST YWR FORECAST 8 Sum(UltmiL7) 
2 NET GENERATION • % SALES • 0.(K}39 9 % of SALES 
3 NET I N P i r r - ^ S A L E S ' 0.0182 10 "S of SALES 
4 N E T I N P L T T - * S A L E S •O.IJOJJ 11 Ll+LB+L9-fLtO 
5 NET INPUT-Ci SALES'0.0252 12 tofNETINPUT 
6 NET I N P U T " * SALES EXCL D P ' 0 , 0 0 5 5 13 L I I - L I 2 
7 NET INPUT - ' i SALfcS E X O - DP.DS.PSEC • 0.005 14 t of NET GENBTN 

1.0866 

1.0686 

LiiK 

15 

16 

17 

IS 

19 

2(1 

21 

E.0S64 

1.06 84 

Basit 

L I3*LI4 

L12 

L15t-L16 

LIT EXCL TRANS 

LI'IAU-niANSJWn 

L I 7 T L 1 

L t l ^ L I 

1.0866 
1,0686 

OOOrO 

U,0(JOO 

1,0693 
1.0517 

1.0693 
10517 

1.0772 
1,0594 

1,0772 
1.0594 

1.0744 
1.0566 

1.0866 
1,0686 

X 3 S 



MAUI ELECTRIC COMPANY - Laoii Divi'̂ km 
DOCKET NO. 2006-0387 TEST-YEAR 2007 

ENESGY LOSS ANALYSIS BY RATE CLASS 

1 ENERGY SALES 

LINE, TRANSFORMER LOSSES: 
2 GENERATOR STEP UP 
3 TRANSMISSION LINE LOSS 
4 TRANM TO PRIM.ARV TBANSpR 
5 PRIMARY LINE LOSS 
6 PRIMARY TO SECNDRY TKANSF 
7 SECONDARY LINE LOSS 

8 

9 

10 

I I 

12 

13 
14 

15 
16 

17 

18 
19 

TOTAL LINE AND TRSFMR LOSS 

COMPANY USE 

UNACCOUNTEn FOR 

NET INPUT 
LF^S PURCHASED POWEI^ 

NET GENERATION 

STATION USE 

GROSS GENERATION 
PLUS PURCHASED POWFIR 

GROSS INPUT BY VOLTAGE: 
GROSS 1 
GROSS 11 

GROSS 111 

29,779 

122 

571 

166 

• 791 

173 

1.981 

8 

31.389 

Q 

31..389 

i,ui; 

32,400 

D 

32.400 

32.400 

20,770 

8.183 

34 

157 

46 

217 

74 

76 

lilH 

8.684 

0 

8.684 

8.964 

8,964 

8,964 

8.964 

Q l-Piimiirv J-StcoiiJafv 

1,949 0 6.215 

Total 
I P-TP fcIS 

8 
37 
11 
52 
18 
12 

144 

0 

2,069 
Q 

2.069 

&2 

2.1.16 

2,136 
2,136 
2,136 

26 
M9 

35 
165 
57 

0 
0 
0 
0 
0 
0 

0 458 

0 2 

Q J 2 

6.596 
1 

6J96 

6.808 

6.808 
6.808 
6.808 

6,215 

26 
119 
35 

165 
57 

52 

6.-^96 

6,596 
111 

6.808 
6,808 
6.808 

578 

578 
19 

597 

'2 

597 
597 
597 

0 

0 

n 
0 
0 
II 
n 

0 

0 

Q 

0 
0 

0 

2 

0 
0 

0 
11 

P-DP 

iO.803 

44 

207 

60 
287 

0 

n 

599 

3 

lUa 

MJ67 
0 

11.267 

M 

11.630 

U 

11.6.10 

(1,630 

P-SEC 

1.971 

127 

1 

J i 

2.U74 

L! 

2.074 
61 

2,141 

a 

2.141 
2,141 
2.141 

Total 
E 

53 
245 
71 

3.59 

18 

a 

726 

3 

-163 

1.1.341 

Q 

13,341 
4iO 

13,771 

U 

13.771 
I.1.771 
2,141 

I 
3 
I 
i 

8 

0 

J. 

121 

125 
125 
125 

211 GROSS TO SALES RATIO 1.0880 1.0955 1.0955 0,0000 
21 NET TO SALES RATIO 1.0540 I.06I3 1.0613 0.0000 

Liik- Dcrivaiiiin: Line Basis 
1 TEST YEAR FORECAST 8 SunHL2 thru L71 
2 NET GENERATION " X SALES •0,0039 9 ft of SALES 
3 NET INPUT* * SALES "0.0182 10 * of SALES 
4 NETINPirr- % SALES " 0 0053 11 LI+LB+L9+L10 
5 NET INPUT " S SALES - 0.O252 12 ttofNETINPUT 
6 NLT INPUT "-* SALES EXCL DP • 0 0055 13 L11-L12 
7 NET INPUT - '* SALES EXCL DP.DS.PSEC • 0.005 14 t of NET GENRTN 

1,0955 
1.0613 

Line 
15 
16 
17 
18 
19 
20 
21 

1.0955 
1.0613 

Basis 
L13+L14 
L12 
LI5+L16 
LI 7EXCLTRANS 
Lni.«i.mins™nv 
LI7^LI 
Lll-^Ll 

1.0955 
1.0613 

0.0(H)0 
0,0000 

0.0000 

0.0000 
1.0766 
1.0430 

o.oooo 
0.0000 

1,086(1 
1.0521 

1.0780 
l,(l«4 

1.0955 
I.06I3 

^ s 



MAUI ELECTRIC COMPANY - MoloLii Division 
DOCKET NO, 200641387 TEST-YEAR 2007 

ENERGY LOSS ANALYSIS BY KATE CLASS 

JfW 

; 

3 
4 

s 
6 
7 

K 

9 

10 

I I 

12 

13 
14 

15 
16 

17 
IK 
19 

20 

21 

.ine 

1 

3 
4 
5 
h 
7 

ENERGV SALPS 

LINE, TRANSFORMER LOSSES: 
GENERATOR STEP UP 
TRANSMISSION LINELOSS 
TRANM TO PRIMARY TRANSFR 
PRIMARY LINE LOSS 
PRIMARY TO SECNDRY TRANSF 
SECONDARY LINE LOSS 

TOTAt. LINE AND TRSFMR LOSS 

COMPANY USE 

UNACCOUNTta? FOR 

NET INPUT 

LESS PURCHASED POWFJ( 

NET GENERATION 
STATION U.^E 

GROSS GENERATION 
PLUS PURCHASED POWER 

GROSS INPUT BY VOLTAGE 
GROSS 1 
GROSS 11 
GROSS 111 

GROSS TO SALES RATIO 

NCT TO SALES RATIO 

Dcnvmion: 

TEST YEAR FORECAST 
NET GENERATION • ^ SALES " 

NET INPUT • ' i SALES • 
NET INPUT - ft SALES • 
NET I N P U T • * S A L E S • 

NET I N P U T " ' « S A I . E S E X C L D P • 

NET INPUT - % SALES EXCL DP.DS.PSEC -

To«j| 

S\-sicm 

36J4S 

157 

732 

213 

U)13 

221 

a i 
2_^37 

132 

•ml 

40,198 
0 

40,198 

4 I J21 
0 

41321 
4 I J21 

40J282 

1,1361 

0.0039 
0.0182 
0 0053 
0.0252 
0.0055 
0.005 

R 

(3,077 

56 
262 

76 
362 

82 

25 

934 

47 

211 

14,409 

14.409 

474 

14.883 
0 

14,883 
14,883 
14.883 

I. I38I 

I . I0I9 

Line 
8 
9 
10 
11 
12 
13 
14 

G J.Primarv 

3.954 

17 
79 
23 

110 
25 

282 

14 

126 

4J57 

4.357 

HI 

4J00 
0 

4JO0 
4.500 

4 j a ) 

I.I38I 
1.1019 

0 

0 

0 

0 

0 

0 

Q 

0 

0 

Q 

0 

0 

Q 

0 
0 

0 
0 
0 

O.0O00 

0.0000 

Sunt lU ihni L7) 

» of SALES 

• t o t SALES 
L l + L 8 ' L 9 * L I 0 
<t of NET INPUT 

L I I - L I 2 
•S of NET GENRTN 

-ScconJarv 

8.(l '5 

34 

161 

47 

222 

50 

52 

573 

29 

Zli 

B.843 
0 

8,843 

;2l 

9,133 

9,133 
9,133 
9,133 

1.1.381 
I . I0I9 

Unr 
15 

16 
17 
18 
19 
20 
21 

Total 

8.025 

34 
161 

47 

50 

52 

573 

29 

Hit 

8,IU3 

2 

8.843 

9.133 
0 

9.133 
9.133 
9.133 

1.1.381 
1.1019 

Jmis 
L I3 tL14 

LI2 
LI5<L16 
L I7EXCLTRAN! ] 
. I TLX t l . TRANS JW><V 

L !7 - ^L I 
L l l t L I 

U 

l . 'N i 

9 
40 
12 
55 

12 

15 

142 

7 

y 

2.197 

2,197 

2,270 

1! 

2.270 
2.270 
2J70 

1.1381 

1.1019 

P-TF 

fi 

0 
l l 

0 
0 
ll 

0 

0 

0 

!1 

0 

0 

Q 

II 

2 

(I 
1) 
(1 

o.oooo 
O.O000 

PT5 

0 

0 

0 

0 

0 
0 
0 

0 

0 

D 

0 

0 

0 

0 
') 
0 

0.0000 

0,0000 

p-pp 

1,102 

5 

6 
31 

0 
0 

64 

4 

IQ 

IJOO 

2 

1.200 

U 3 9 

2 

1J39 
1.239 

0 

1.1241 

1.0883 

p-DS 

0 

II 
0 
0 
0 
0 
IJ 

0 

0 

(i 

0 

0 

Q 

0 

2 

0 
0 
n 

00000 
0.0000 

P-5K 

7.917 

34 
158 

46 
219 

49 
'J 

507 

29 

zn 
8.666 

8.666 

mi 

8.951 

2 

8,951 
8,951 
8.951 

1,1.306 

1,0946 

Tol i l 

E 

9.019 

39 
181 

53 
250 

49 

2 

571 

32 

242 

9,865 
0 

9,865 

121 

10.190 
0 

10,190 
10. I W 
8.951 

1,1298 

1.0938 

t 

479 

10 

3 

13 

3 

i 

34 

2 

Ll 

527 

2 

527 

a 
545 

2 

545 
545 
545 

I. I38I 

1.1019 

http://sai.es


MECai813 
DOCKET NO, 2006-0387 
PAGE 1 OF 1 

MAUI ELECTRIC COMPANY, LTD. 
DOCKET NO. 2006-0387. TEST-YEAR 2007 

MARGINAL COST STUDY 

MARGINAL ENERGY COSTS BY TIME-OF-USE RATING PERIOD 

YEAR 

2007 
2008 
2009 
2010 
2011 

2007 
2008 
2009 
2010 
2011 

2007 
2008 
2009 
2010 
2011 

Average 

Priority Peak 
(A) 

19.78 
15.22 
14.63 
14.18 
13,67 

21.06 
16.19 
15.55 
15.07 
14.52 

21.29 
16.37 
15.72 
15.23 
14.67 
16.65 

Mi(j-Peak 
(B) 

Transmission Voltage 
19.62 
14.95 
14.32 
13,76 
13.44 

Off-Peak 
(C) 

Service (e/kWh) 

Primary Vollage Service (c/kWh) 
20,77 
15,81 
15,13 
14,53 
14.19 

Secondary Voltage 
20.97 
15.96 
15,28 
14.67 
14,32 
16,24 

Service (c/kWh) 

18.47 
14.14 
13.61 
13,08 
12.83 

19,18 
14,68 
14,12 
13.58 
13,31 

19,31 
14.78 
14.21 
13.66 
13,39 
15,07 

TOTAL 
(D) 

19,15 
14.64 
14,05 
13.53 
13.21 

20.12 
15.37 
14.75 
14,19 
13,85 

20.30 
15.50 
14.87 
14,30 
13,96 
15.79 

Pricing/PCY 
Miiiii TY2mi Marginal Cosl BNERCJY only.̂ is 
MECO-1813 



MECO-1814 
DOCKET NO. 2006-0387 
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MAUI ELECTRIC COMPANY, LTD. 
MAUI DIVISION 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

DETERMINATION OF BASE FUEL ENERGY CHARGE 

In Cents Per kWh 

Ll Weighted Base Central Station + Other Generation Cost 

L2 Revenue Tax Requirements Multiplier 

L3 = Ll • L2 Base Central Station + Other Generation Cost at Revenue Level 

L4 Weighted Base DG (Distributed Generation) Energy Cost 

L5 Loss Factor 

LB Revenue Tax Requirements Multiplier 

L7 = L4'L5'L6 Base DG Energy Cost at Revenue Level 

LB Weighted Base Purchased Energy Cost 

L9 Loss Factor 

L10 Revenue Tax Requirements Multiplier 

Ll 1 = L8*L9*L10 Base Purchased Energy Cost at Revenue Level 

L12 = L3+L7+L11 Base Fuel Energy Charge 

13.74794 

1.0975 

15.08836 

0.00223 

1.065 

1.0975 

0.00261 

2.48816 

1.065 

1.0975 

2.90825 

17.9992 

MECO-1906, line 19 

MECO-1906, Iine21 

MECO-1906, line 28 

MECO-1906, line 30 

MECO-190B, Iine31 

MECiD-1906, Iine61 

MECO-1906, line B3 

MECO-1906, line 64 



MECO-1814 
DOCKET NO. 2006-0387 
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MAUI ELECTRIC COMPANY, LTD. 
LANAI DIVISION 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

DETERMINATION OF BASE FUEL ENERGY CHARGE 

In Cents Per kWh 

Ll Weighted Base Central Station + Other Generation Cost 

L2 Revenue Tax Requirements Multiplier 

L3 = Ll ' L2 Base Central Station + Other Generation Cost at Revenue Level 

L4 Wetghted Base DG (Distributed Generation) Energy Cost 

L5 Loss Factor 

L6 Revenue Tax Requirements Multiplier 

L7 = L4*L5*L6 Base DG Energy Cost at Revenue Level 

LB Weighted Base Purchased Energy Cost 

L9 Loss Factor 

L10 Revenue Tax Requirements Multiplier 

Ll 1 = L8*L9'L10 Base Purchased Energy Cost at Revenue Level 

L12 = L3+L7+L11 Base Fuel Energy Charge 

20.73557 

1.0975 

22.75729 

0 

1.054 

1.0975 

0.00000 

0 

1.054 

1.0975 

0.00000 

22.7573 

MECO-1910, line 19 

MECO-1910, line 21 

MECO-1910, line 28 

MECO-1910, line 30 

MECO-1910, line 31 

MECO-1910, line 47 

MECO-1910, line 49 

MECO-1910, line 50 



MECO-1814 
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MAUI ELECTRIC COMPANY, LTD. 
MOLOKAI DIVISION 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

DETERMINATION OF BASE FUEL ENERGY CHARGE 

in Cents Per kWh 

Ll Weighted Base Central Station + Other Generation Cost 

L2 Revenue Tax Requirements Multiplier 

L3 = L l ' L2 Base Centrai Station + Other Generation Cost at Revenue Level 

L4 Weighted Base DG (Distributed Generation) Energy Cost 

L5 Loss Factor 

L6 Revenue Tax Requirements Multiplier 

L7 = L4*L5'L6 Base DG Energy Cost at Revenue Level 

LB Weighted Base Purchased Energy Cost 

L9 Loss Factor 

L10 Revenue Tax Requirements Multiplier 

L11 = L8'L9'L10 Base Purchased Energy Cost at Revenue Level 

L12 = L3+L7+L11 Base Fuel Energy Charge 

19.84397 

1.0975 

21.77876 

0 

1.100 

1.0975 

0.00000 

0 

1.100 

1.0975 

0.00000 

21.7788 

MECO-1912. Iine19 

MECO-1912, Iine21 

MECO-1912. line 28 

MECO-1912. line 30 

MECO-1912, line 31 

MECO-1912, line 47 

MECO-1912, line 49 

MECO-1912, line 50 
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MAUI ELECTRIC COMPANY. LTD. 
MAUI DIVISION 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

DISTRIBUTION OF CUSTOMERS AND KWH IN PROPOSED USAGE TIERS 

Non-Fuel Energy Charge % of Customer Bills % of Cumulative kWh 
Tier in Tier In Tier 

0 to 350 kWh 

350 to 1200kWh 

Over 1200 kWh 

25.8% 

62.1% 

12.1% 

45.7% 

43.3% 

11.0% 

Total 100.0% 100.0% 

Source: MECO Billing Data, January 2005 - December 2005 
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MAUI ELECTRIC COMPANY, LTD. 
LANAI DIVISION 

DOCKET NO. 2006-0387, TEST-YEAR 2007 

DISTRIBUTION OF CUSTOMERS AND KWH IN PROPOSED USAGE TIERS 

Non-Fuel Energy Charge % of Customer Bills % of Cumulative kWh 
Tier in Tier in Tier 

0 to 350 kWh 28.5% 46.5% 

350 to 1200 kWh 57.5% 39.5% 

Over 1200 kWh 14.0% 14.0% 

Total 100.0% 100.0% 

Source: MECO Billing Data, January 2005 - December 2005 
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MAUI ELECTRIC COMPANY, LTD. 
MOLOKAI DIVISION 

DOCKET NO. 2006-0387. TEST-YEAR 2007 

DISTRIBUTION OF CUSTOMERS AND KWH IN PROPOSED USAGE TIERS 

Non-Fuel Energy Charge % of Customer Bills % of Cumulative kWh 
Tier in Tier In Tier 

0 to 350 kWh 

350 to 1200 kWh 

Over 1200 kWh 

31.0% 

55.0% 

14.0% 

50.3% 

39.5% 

10.2% 

Total 100.0% 100.0% 

Source: MECO Billing Data, January 2005 - December 2005 
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DOCKET NO. 2006-0387 
PAGE 1 OF 6 

MAUI ELECTRIC COMPANY, LTD. - MAUI DIVISION 
SCHEDULE R - RESIDENTIAL SERVICE 

DOCKET NO. 2C06-0387 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES 

PRESENT RATES PROPOSED RATES 

ENERGY CHARGE: 

NON-FUEL ENERGY CHG 

0-350 kWh 
351-1200 kwh 
Over 1200 kWh 

SUBTOTAL NON-FUEL 

BASE FUEL CHG. 

SUBTOTAL ENERGY 

CUSTOMER CHARGE: 

1 Phase 
3 Phase 

SUBTOTAL 

ADJUSTMENTS: 
SCHEDULE E ADJ. 
10% APT-HSE. 
MINIMUM 

SUBTOTAL 

UNADJUSTED BASE REV.: 

UNITS 
BILLED 
(MWH) 

430167 

19491B 
187226 
48023 

ENERGY 

430167 

BILLS 

616590 
185 

UNIT 
PRICE 
$/KWH 

8.8294 

4.5937 

$/MONTH 

7.50 
12 .00 

REVENUES 
SlOOOs 

37,981.2 

37,981.2 

19,760.6 

57,741.8 

4,624.4 
2.2 

4,626.6 

(285.4) 
(204.2) 
59.7 

(429.9) 

61,938.5 

UNIT 
PRICE 
$/KWH 

10.3229 
11.1375 
11.6756 

17.9992 

$/MONTH 

7.50 
12.00 

REVENUES 
$1000s 

20,121.2 
20,852.3 
5,607.0 

46,580.5 

77,426.6 

124,007.1 

4,624.4 
2.2 

4,626.6 

(143.9) 
(205.0) 
58.1 

(290.8) 

128,342.9 

(MMHl $/KWH $/KWH 

FUEL 
TEMP 
FIRM 

UNAD^ 

INTEI 

TOTAI 

OIL ADJ.: 
RATE DECR.: 
CAP. suae. ADJ. 

rUSTED TOTAL REV. 

ilM RATE INCREASE: 

. REVENUES 

430167 13 

0 

(0 

9540 

0000 

0769} 

60 

121 

121 

025 

0 

(47 

916 

0 

916 

5 

0 

8) 

2 

0 

2 

0 

0 

0 

0000 

0000 

0000 

126 

128 

0 

0 

0 

342 

0 

342 

0 

0 

0 

9 

0 

9 

I Rev 



MAUI ELECTRIC COMPANY, LTD. - MAUI DIVISION 
SCHEDULE G - GENERAL SERVICE NON-DEMAND 
DOCKET NO. 2006-0387 TEST-YEAR 2007 

MECO-1816 
DOCKET NO. 2006-0387 
PAGE 2 OF 6 

ESTIMATE OF TEST-YEAR REVENUES 

ENERGY CHARGE: 
G: NON-DEMAND 

CUSTOMER CHARGE 
1 PHASE 
3 PHASE 

SUBTOTAL 

ADJUSTMENTS: 
PRIMARY SERV] 
SECONDARY SEf 
MINIMUM BILL 

SUBTOTAL 

-

_ 

[CE 
WICE 
ADJ. 

BILLING 

UNITS 

(MWH) 

96,192.9 

BILLS 

55,404 
33,168 

88572 

PRESENT 

UNIT PRICE 
*/KWH 

14.5656 

$/BILL 

21.00 
36.00 

RATES 

REVENUES 
$1000S 

14,Oil.1 

1,163 .5 
1,194.0 

2,357.5 

0.0 
0.0 

34 .1 

34 .1 

PROPOSED 

UNIT PRICE 
<:/KWH 

29.8037 

25.00 
40.00 

RATES 

REVENUES 

$10003 

28,669.0 

1,385.1 
1,326.7 

2,711.8 

0.0 
0.0 

33.8 

33.8 

UNADJUSTED BASE REV. 16,402 .7 31,414.6 

FUEL OIL ADJ. 
TEMP RATE DECR. 
FIRM CAP. SURCHARGE 
UNADJUSTED TOTAL REV. 

MWH 

96192.9 

*/KWH 

13.9540 
0 

(0.0769) 

13.422.8 
0.0 

(12.6) 

29.812.9 

C/KWH 

0.0000 
0.0000 
o.oooo 

0.0 
0.0 
0.0 

31,414.6 

SCHEDULE E ADJ. 
INTERIM INCREASE 

0.0 
0.0 

(30.2) 
0.0 

TOTAL REVENUES 29,812.9 31,384.4 



MECO-1816 
DOCKET NO. 2006-0387 
PAGE 3 OF 6 

MAUI ELECTRIC COMPANY, LTD. - MAUI DIVISION 
SCHEDULE J - GENERAL SERVICE DEMAND 

DOCKET NO. 2006-0387 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES 

PRESENT RATES PRESENT RATES 
• 

ENERGY CHARGR 

0 - 200 KWH/KW 
201 - 400 KWH/KW 

> 4 00 KWH/KW 

TOTAL 

DEMAND CHARGR 

ALL BILLING KW 

CUSTOMER CHARGR 

1 PHASE 
3 PHASE 

SUBTOTAL 

ADJUSTMENT."?; 

FUEL OIL ADJUSTMENT 
TEMP RATE DECR. 

BILLING 

UNITS 
(MWH) 

163,741.2 
87,396.2 
17,055.5 

268,192.9 

916366 

1590 
15114 

16,704 

268192.9 
268192.9 

POWER FACTOR ADJUSTMENT 
PRIMARY ADJUSTMENT (DP) 
SECONDARY ADJUSTMENT 
RIDER T ADJ 
RIDER M ADJ 
FCS NET 

(DS) 

268192.9 

UNIT PRICE 
<:/KWH 

12.4165 
11.4024 
8.4403 

$/KW 

5.75 

$/BILL 

35.00 
50.00 

«/KWH 

13 .9540 
0.0000 

(0.0769) 

REVENUES 
$1000S 

20330.9 
9965.3 

1,439.5 

31,735.7 

5,269.1 

55.7 
755.7 

811.4 

37,423.6 
0.0 
7.6 

(9.1) 
(1.4) 

(176.3) 
(2.1) 
(28.9) 

BILLING 
UNITS 
(MWH) 

170,268.7 
79,655.5 
18,268.7 

268,192.9 

946751 

1590 
15114 

16,704 

0 

UNIT PRICE 
«/KWH 

25.5003 

24.4862 
21.5241 

$/KW 

12.00 

$/BILL 

50.00 
65.00 

0.0000 
0.0000 

0.0000 

REVENUES 
$10003 

43,419.0 

19,504.6 
3,932.2 

66,855.8 

11,361.0 

79.5 
982.4 

1,061.9 

0.0 
0.0 

16.7 
(10.5) 

(1.4) 
(243.4) 

(4.5) 
0.0 

SUBTOTAL 

UNADJUSTED TOTAL REVENUE 

SCHEDULE E ADJ.: 

INTERIM RATE INCREASE: 

TOTAL REVENUES 

3 7 , 2 1 3 . 4 

7 5 , 0 2 9 . 6 

0 - 0 

7 5 , 0 2 9 . 6 

( 2 4 3 . i : 

79,035 

(51, 
0, 

78,984 . 

.6 

.0) 

.0 

,6 

Sales Revenues 



MECO-1816 
DOCKET NO. 2006-0387 
PAGE 4 OF 6 

MAUI ELECTRIC COMPANY, LTD. - MAUI DIVISION 
SCHEDULE H - COMMERCIAL COOKING, HEATING, AIR 

CONDITIONING, AND REFRIGERATION SERVICE 
DOCKET NO. 2006-0387 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES 

PRESENT RATES PROPOSED RATES 

ENERGY CHARGE: 

CAPACITY CHARGE 

CUSTOMER CHARGE. 

1 PHASE 
3 PHASE 

SUBTOTAL 

BILLING 
UNITS 

MWH 

21075 

KW 

74,581 

0.089 

430 
2,366 

UNIT PRICE 

C/KWH 

11.9675 

$/KW 

4.50 

$/BILL 

27.00 
43.00 

REVENUES 
$10003 

2,522.2 

335.6 

11.6 
101.7 

UNIT PRICE 

C/KWH 

26.3726 

$/KW 

7.00 

$/BILL 

40.00 
55.00 

REVENUES 
$10003 

5558.1 

522. 1 

17.2 
130.1 

2796 113.3 147.3 

UNADJUSTED EASE REV. 

FUEL OIL ADJ.r 
TEMP RATE DECR.: 
fcs net 

MWH 

21075 
21075 
21075 

C/KWH 

13.9540 
0.0000 
(0.0769) 

2,971.1 

2,940.8 
0.0 
(2.3) 

C/KWH 

0.000 
0.000 
0.000 

6227.5 

0.0 
0.0 
0.0 

SCHEDULE E ADJ. 

UNADJUSTED REVENUES 

INTERIM RATE INCREASE 

TOTAL REVENUES 

0.0 -6.3 

5909.6 

0.0 

5,909.6 

6,221.2 

0.0 

6,221.2 



MAUI ELECTRIC COMPANY, LTD. - MAUI DIVISION 

SCHEDULE P - LARGE POWER SERVICE 

DOCKET NO. 2006-0387 TEST-YEAR 2007 

MECO-1816 
DOCKET NO. 2006-0387 
PAGE 5 OF 6 

ESTIMATE OF TEST-YEAR REVENUES FOR TOTAL CLASS 

PRESENT RATES PROPOSED RATES 

ENERGY CHARGE: 

0 - 2 0 0 KWH/KW 

201 - 400 KWH/KW 

> 4 00 KWH/KW 

SUBTOTAL 

DEMAND CHARGE: 

0 - 500 KW 

> 500 KW 

SUBTOTAL 

CUSTOMER CHARGE: 

BILLING 

UNITS 

(MWH) 

162,977 

145,104 

83,880 

391961 

(KW) 

535,091 

287,746 

822,837 

BILLS 

1452 

UNIT PRICE 

C/KWH 

10.9997 

9.4576 

7.7456 

$/KW 

8.50 

8.00 

$/BILL 

225.00 

REVENUES 

$10003 

17,927.0 

13,723.4 

6,497.0 

38,147,4 

4,548.3 

2,302.0 

6,850.3 

326.7 

UNIT PRICE 

C/KWH 

24 .4694 

22.9273 

21.2153 

$/KW 

18.00 

17.00 

$/BILL 

375.00 

REVENUES 

$10003 

39,879.5 

33,268.4 

17,795.4 

90,943.3 

9,631.6 

4,891.7 

14,523.3 

544.5 

ADJUSTMENTS: 

PF 

TP 

DP 

TS 

" DS 

SUBTOTAL 

RIDER T 

RIDER I 

RIDER M 

SUBTOTAL 

UNADJUSTED BASE REV, 

FUEL OIL REV. 

TEMP RATE DECR. 

FIRM CAP. SURCHARGE 

UNADJUSTED TOTAL REV. 

SCHEDULE E ADJ. 

INTERIM RATE INCREASE 

TOTAL REVENUES 

(360.0) 

(312.9) 

(12.1) 

(49.4) 

(843 .7) 

(405.2) 

(27.9) 

(58.2) 

391961 

C/KWH 

13.9540 

0.0000 

(0.0769) 

(734.4) 

-115.1 

0 

-149.3 

-264.4 

44,325.6 

54,694.2 

0.0 

(34.1) 

98,985.7 

0 

0.0 

0.0000 

0.0000 

0.0000 

(1,335.0) 

(158.2) 

0 

-251.1 

-409.3 

104,266.8 

0.0 

0.0 

0.0 

104266.8 

(63.3) 

0 

98,985.7 104,203.5 

AK 



ENERGY CHARGE: 

MAUI ELECTRIC COMPANY, LTD. - MAUI DIVISION 

SCHEDULE F - PUBLIC STREET LIGHTING SERVICE 
DOCKET NO. 2006-0387 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES 

BILLING 

L-NITS 

I MWH) 

PRESENT RATES 

MECO-1816 
DOCKET NO. 2006-0387 
PAGE 6 OF 6 

UNIT PRICE 
CENTS/KWH 

REVENUES 
SlOOOS 

PROPOSED RATES 

UNIT PRICE 
CENTS/KWH 

REVENUES 
$10003 

0 - 150 KWH/KW 

> 150 KWH/KW 

SUBTOTAL 

FUEL OIL ADJ.: 
TEMP RATE DECR.: 

SUBTOTAL 

UNADJUSTED TOTAL REV. 

MINIMUM CHARGE ADJ. 
SCHEDULE E ADJ. 
FIRM CAP. SURC. ADJ.: 

INTERIM RATE INCREASE 

TOTAL REVENUES 

2,350.8 

2,989.2 

5,340.0 

5,340.0 
5,340.0 

5,340.0 

15.1733 
10.6753 

13.9540 
0 

(0.0769) 

356.7 
319.1 

675.S 

745.1 
0.0 

745.1 

1,420.9 

0.8 
0.0 
(0.5) 

0.0 

30 
26 

0 
0 

5954 
0974 

0000 
0000 

719.2 
780.1 

1,499.3 

0.0 
0.0 

0 

1,499.3 

0.7 

(3.9) 

0 

1,421.2 1,496.1 



MAUI ELECTRIC COMPANY, LTD. - LANAI DIVISION 
SCHEDULE R - RESIDENTIAL SERVICE 

DOCKET NO. 2006-0387 TEST-YEAR 2007 

MECO-1817 
DOCKET NO. 2006-0387 
PAGE I OF 6 

ESTIMATE OF TEST-YEAR REVENUES 

ENERGY CHARGE: 
MOM-FUEL ENERGY CHG 
BASE FUEL CHG. 

SUBTOTAL ENERGY 

ENERGY CHARGE: 
BASE FUEL CHG. 
NON-FUEL ENERGY CHG. 

0-250 kWh 
250-750 kWh 
Over 75 0 kwh 

SUBTOTAL ENERGY 

CUSTOMER CHARGE: 

1 Phase 
3 Phase 

SUBTOTAL CUSTOM El? 

BILLING 

UNITS 
(MWH) 

8182.7 
8182.7 

8182.7 

3664.4 
3291.6 
1226.7 

BILLS 

16452 
12 

SUBTOTAL ENERGY + CUSTOMER 

ADJUSTMENTS: 
SCHEDULE E ADJ. 
10% APT-HSE. 
Adjustment 
MINIMUM 

SUBTOTAL 

UNADJUSTED BASE REV.; 

FUEL OIL ADJ.: 

UNADJUSTED TOTAL REV. 

INTERIM INCREASE 

TOTAL REVENUES 

(MWH) 

9182.7 

PRESENT 

UNIT PRICE 
$/KWH 

9.0028 
9.0620 

8382.7 

$/MONTH 

7.50 
12.00 

: 

$/KWH 

13.9130 

-

RATES 

REVENUES 
SlOOOs 

736.7 
741.5 

1,478.2 

123 .4 
0.1 

123 .5 

1,601.7 

(10.0) 
0.0 
(1.8) 
3.2 

(8.6) 

1,593.1 

1,138.5 

2,731.6 

0.0 

2,731.6 

PROPOSED 

UNIT PRICE 
$/KtVH 

-

22.7573 

10.4932 

10.9998 
11.7853 

$/MONTH 

7.50 
12.00 

" 

$/KWH 

0.0000 

-

RATES 

REVENUES 
$1000s 

1,862.2 

384 .5 
362.1 
144 .6 

2,753.4 

123 .4 
0.1 

123.5 

2,876.9 

(4.3) 
0.0 
0.0 
3.1 

(1.2) 

2,875.7 

0.0 

2, 875.7 

0.0 

2,875 .7 

l-Rev 



MAUI ELECTRIC COMPANY, LTD. - LANAI DIVISION 

SCHEDULE G - GENERAL SERVICE NON-DEMAND 
DOCKET NO. 2006-0287 TEST-YEAR 2007 

MECO-1817 
DOCKET NO. 2006-0387 
PAGE 2 OF 6 

ESTIMATE OF TEST-YEAR REVENUES 

ENERGY CHARGE: 
G: NON-DEMAND 

CUSTOMER CHARGE: 

1 PHASE 

3 PHASE 

SUBTOTAL 

BILLING 

UNITS 

(MWH) 

1,949.4 

BILLS 

1, 906 

350 

PRESENT 

UNIT PRICE 

C/KWH 

20.4188 

S/BILL 

22.00 

38.00 

RATES 

REVENUES 

$10003 

398.0 

41.9 

13.3 

PROPOSED 

UNIT PRICE 

C/KWH 

35 .4062 

30.00 

45.00 

RATES 

REVENUES 

$10003 

690.2 

57.2 

15.e 

2256 55.2 73.0 

ADJUSTMENTS: 

PRIMARY SVC 
SECONDARY SVC 
MIN. BILL ADJ. 

SUBTOTAL 

UNADJUSTED EASE REV. 

0 

0 

0 

0 

0 

8 

8 

0 

0 

0 

0 

0 

0 

9 

9 

4 5 4 . 0 7 6 4 . 1 

MWH C/KWH C/KWH 

FUEL OIL ADJ. 

TEMP RATE DECR. 

SCHEDULE E ADJ. 

UNADJUSTED TOTAL REV. 

INTERIM INCREASE 

1949.4 13.9130 

0.0000 

271 

0 

0 

725 

2 

0 

0 

2 

0 

0 

0 

0000 

0000 

0 

0 

(0 

763 

0 

0 

0 

8) 

3 

0 

TOTAL REVENUES 725.2 763.3 



MAUI ELECTRIC COMPANY, LTD. - LANAI DIVISION 

SCHEDULE J - GENERAL SERVICE DEMAND 

DOCKET NO. 2006-0387 TEST-YEAR 2007 

MECO-1817 
DOCKET NO. 2006-0387 
PAGE 3 OF 6 

ESTIMATE OF TEST-YEAR REVENUES 

ENERGY CHARGE 

0 - 200 KWH/KW 

201 - 400 KWH/KW 

> 400 KWH/KW 

TOTAL 

DEMAND CHARGE 

ALL BILLING KW 

CUSTOMER CHARGE 

1 PHASE 

3 PHASE 

SUBTOTAL 

BILLING 

UNITS 

(MWH) 

3,787.9 

2,062.5 

364.2 

6,214.6 

22,108 

65 

367 

PRESENT 

UNIT PRICE 

C/KWH 

20.6089 

19.4319 

16.4719 

$/KW 

5.75 

$/BILL 

35.00 

50.00 

RATES 

REVENUES 

$10003 

780.6 

400.8 

60.0 

1,241.4 

127.1 

2.3 

18.4 

BILLING 

UNITS 

(MWH) 

4,101.6 

2,033.4 

79.6 

6,214.6 

22,898 

65 

367 

PROPOSED 

UNIT PRICE 

C/KWH 

34.9321 

33.7551 

30.7951 

$/KW 

9.00 

$/BILL 

45.00 

60.00 

RATES 

REVENUES 

$10003 

1,432.8 

686.4 

24.5 

2,143 .7 

206.1 

2 .9 

22 .0 

432 20.7 432 24 .9 

ADJUSTMENTS 
FUEL OIL ADJ. 
TEMP RATE DECREASE 
PRIMARY ADJ. (DP) 
SECONDARY ADJ.(DS) 
POWER FACTOR ADJ. (PF) 
SCHEDULE E ADJ. 
REVENUE ADJ. 
SUBTOTAL 

UNADJUSTED TOTAL REVENUE 

RIDER T ADJ 
RIDER I ADJ 
RIDER M(B) ADJ 
INTERIM RATE INCREASE 
TOTAL REVENUES 

C/KWH 

6,214 .6 

6,214 .6 

13 .9130 

0.0000 

864 .6 

0.0 

0.0 

0 .0 

0.0 

0.0 

0.0 

864.6 

2,253 .8 

0.0 

0.0 

0.0 

0.0 

6 

6 

214 

214 

6 

6 

0 

0 

0000 

0000 

0.0 

0.0 

0.0 

0.0 

0.0 

(2.0) 

0.0 

(2.0) 

2,372 .7 

0.0 

0.0 

0.0 

2,253 .8 2,372.7 

T- revenues 



MECO-1817 
DOCKET NO. 2006-0387 
PAGE 4 OF 6 

MAUI ELECTRIC COMPANY, LTD. - LANAI DIVISION 
SCHEDULE H - COMMERCIAL COOKING, HEATING, AIR 

CONDITIONING, AND REFRIGERATION SERVICE 
DOCKET NO. 2006-0387 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES 

PRESENT RATES PROPOSED RATES 

ENERGY CHARGE: 

CAPACITY CHARGR: 

CUSTOMER CHARGR: 

1 PHASE 
3 PHASE 

SUBTOTAL 

BILLING 
UNITS 

MWH 

545 

KW 

1,101 

BILLS 

24 
24 

48 

UNIT PRICE 

C/KWH 

18.0021 

$/KW 

4 .50 

$/BILL 

27.00 
43 .00 

REVENUES 
$10003 

98.1 

5.0 

0.6 
1.0 

1.6 

UNIT PRICE 

C/KWH 

32.8358 

$/KW 

8.00 

$/BILL 

40.00 

55.00 

REVENUES 

$10003 

179 

8.8 

1.0 
1.3 

2.3 

UNADJUSTED BASE REV, 104.7 190.1 

MWH C/KWH C/KWH 
FUEL OIL ADJ.: 
TEMP RATE DECR.: 
SCHEDULE E ADJ. 

UNADJUSTED REVENUES 

INTERIM INCREASE 

545 
545 

13.9130 
0.0000 

-

75.8 
0.0 
0.0 

180.5 

0.0 

0 
0 

000 
000 

0.0 
0.0 

-0.1 

190 

0 

TOTAL REVENUES 180.5 190.0 



MAUI ELECTRIC COMPANY, LTD. - LANAI DIVISION 
SCHEDULE P - LARGE POWER SERVICE 

DOCKET NO. 2006-0387 TEST-YEAR 2007 

MECO-1817 
DOCKET NO. 2006-0387 
PAGE 5 OF 6 

ESTIMATE OF TEST-YEAR REVENUES FOR TOTAL CLASS 

PRESENT RATES PROPOSED RATES 

ENERGY CHARGE: 

0 - 2 0 0 KWH/KW 

201 - 400 KWH/KW 

> 400 KWH/KW 

SUBTOTAL 

DEMAND CHARGE: 

0 - 500 KW 

501 - ISOO KW 

1501 - 5000 KW 

> 50 0 0 KW 

SUBTOTAL 

CUSTOMER CHARGE: 

SUBTOTAL 

SPECIAL CONTRACT 

FUEL OIL REV. 

DP VOLTAGE ADJ. 

POWER FACTOR ADJ. 

TEMP RATE DECR. 

SCHEDULE E ADJ. 

REVENUE ADJ. 

INTERIM RATE INCRE 

TOTAL REVENUES 

BILLING 

UNITS 

(MWH) 

3,852.6 

3,8S2.6 

2,257.5 

9,962.7 

(KW) 

10,754 

8,671 

0 

0 

19,425 

BILLS 

24 

(MWH) 

9962.7 

ASE 

UNIT 

PRICE 

C/KWH 

18.8358 

17.2958 

15.5858 

S/KW 

8.50 

8.00 

8.00 

8.00 

S/BILL 

200.00 

C/KWH 

13.9130 

0.0000 

REVsrruES 

$1000s 

725 .7 

666 .3 

351.8 

1,743.8 

91.4 

69.4 

0.0 

0.0 

160.8 

4.8 

1,909.4 

894.7 

1,386.1 

(30.5) 

-21 

0.0 

0.0 

0 

0.0 

4,138.7 

BILLING 

UNITS 

(MWH) 

3,852.6 

3,852.6 

2,257.5 

9,962.7 

(KW) 

10,754 

8, 671 

0 

0 

19,425 

BILLS 

24 

(MWH) 

9962 .7 

UNIT 

PRICE 

C/KWH 

32.1715 

30.6315 

28.9215 

$/KW 

22.00 

20.00 

20.00 

20.00 

$/BILL 

200.00 

0.0000 

0.0000 

REVENUES 

$10003 

1,239.4 

1,180.1 

652.9 

3072.4 

236.6 

173.4 

0.0 

0.0 

410.0 

4.8 

3,487.2 

941.9 

0.0 

-30.7 

-38.3 

0.0 

(3.1) 

0 

4,357.0 



MAUI ELECTRIC COMPANY, LTD. - LANAI DIVISION 
SCHEDULE F - PUBLIC STREET LIGHTING SERVICE 

DOCKET NO. 2006-0387 TEST-YEAR 2007 

MECO-1817 
DOCKET NO. 2006-0387 
PAGE 6 OF 6 

ESTIt-IATE OF TEST-YEAR REVENUES 

RNERGY CHARGR: 
0 - 150 KWH/KW 

> 150 KWH/KW 

ADJUSTMENTS: 
MINIMUM BILL 

BILLING 

UNITS 

(MWH) 

51.0 
62.0 

113.7 

PRESENT 

UNIT PRICE 
CENTS/KWH 

21.0335 
16.5415 

RATES 

REVENUES 

$10003 

10.7 
10.3 

21.0 

0.1 

PROPOSED 

UNIT PRICE 
CENTS/KWH 

36.8235 
32.3315 

RATES 

REVENUES 
$10003 

18.8 
20.0 

38.8 

0.1 

UNADJUSTED BASE REV. 

FUEL OIL ADJ.: 
TEMP RATE DECR.: 
SCHEDULE E ADJ. 

SUBTOTAL 

UNADJUSTED TOTAL REV, 

INTERIM INCREASE 

TOTAL REVENUES 

113 .7 
113.7 

13.9130 
0.0000 

21.1 

15.8 
0.0 
0.0 

15.8 

36.9 

0.0 

0 
0 

0000 
0000 

38.9 

0.0 
0.0 
(0.1) 

-0. 1 

38.8 

0.0 

36.9 38.8 



MECO-1818 
DOCKET NO. 2006-0387 
PAGE 1 OF 8 

MAUI ELECTRIC COMPANY, LTD. - MOLCK-AI DIVISION 

SCHEDULE R - RESIDENTIAL SERVICE 

DOCKET NO. 2006-0387 TEST-YEA-R 2007 

ESTIMATE OF TEST-YEAR REVENUES 

ENERGY CHARGE: 

NON-FUEL ENERGY CHG 

BASE FUEL CHG. 

SUBTOTAL 

ENERGY CHARGE: 

BASE FUEL CHG. 

NON-FUEL ENERGY CHG. 

0-250 kwh 

250-750 kWh 
Over 750 kWh 

SUBTOTAL ENERGY 

CUSTOMER CHARGE: 

SUBTOTAL 

ADJUSTMENTS: 

SCHEDULE E ADJ. 

10% APT-HSE. 
MINIMUM 

SUBTOTAL 

UNADJUSTED BASE REV.: 

FUEL OIL ADJ.: 

UNADJUSTED TOTAL REV. 

BILLING 

b'NITS 

(MWH) 

13077 

13077 

13077 

6589 

5356 
1132 

BILLS 

30552 

(MWH) 

13077 

PRESENT 

UNIT PRICE 

$/KWH 

12.0392 

5.3991 

13077 

$/MONTH 

7 .50 

$/lCWH 

15.7740 

RATES 

REVENUES 

$1000s 

1,574.4 

706.0 

2,280.4 

229. 1 

2,509.5 

(20.2) 

(4.6) 
9.2 

(15.6) 

2,493.9 

2,062.8 

4,556.7 

PROPOSEI 

UNIT PRICE 

5/KWH 

21.7786 

12.5944 

13 .7500 
14.0055 

$/MONTH 

7.50 

$/KWH 

0.0000 

3 RATES 

REVENUES 

$10008 

2, 848.0 

829.8 

736.5 
158.5 

4,572.8 

229.1 

4,801.9 

(9.7) 

(4.7) 

9.5 

(4.9) 

4,797.0 

0.0 

4,797.0 

INTERIM INCREASE 0 . 0 0 . 0 

TOTAL REVENUES 4 , 5 5 6 . 7 4 , 7 9 7 . 0 

l-REV 



MECO-1818 
DOCKET NO. 2006-0387 
PAGE 2 OF 8 

MAUI ELECTRIC COMPANY, LTD. - MOLOKAI DIVISION 
SCHEDULE G - GENERAL SERVICE NON-DEMAND 
DOCKET NO. 20C6-0387 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES 

ENERGY CHARGE: 
G: NON-DEMAND 

CUSTOMER CHARGE 
1 PHASE 
3 PHASE 

SUBTOTAL 

BILLING 

UNITS 
(MWH) 

3,953.9 

BILLS 

4, 181 

1,351 

PRESENT 

UNIT PRICE 

C/KWH 

23.7929 

$/BILL 

22.00 

33 .00 

RATES 

REVENUES 
$10003 

940.7 

92 . 0 

44 .6 

PROPOSED 

UNIT PRICE 

C/KWH 

41.7728 

23.00 

34.00 

RATES 

REVENUES 
$10003 

1,651.7 

96.2 

45.9 

5532 136.6 142.1 

ADJUSTMENTS: 
DP VOLTAGE SERVICE 
DS VOLTAGE SERVICE 
MINIMUM BILL ADJ. 
SCHEDULE E ADJ. 
SUBTOTAL 

UNADJUSTED BASE REV. 

MWH 

FUEL OIL ADJ. 3953.9 

FIRM CAP. SURCHARGE 

UNADJUSTED TOTAL REV. 

TEMP RATE DECR. 
REVENUE ADJ 
INTERIM RATE INCREASE 
TOTAL REVENUES 

C/KWH 

15.7740 

0.0000 

0 

0.0 
2.7 

2 .7 

1,080.0 

623.7 

0.0 

1,703.7 

0.0 

0 

1,703 .7 

C/KWH 

0 

0 

0000 

0000 

0.0 

0.0 
2.7 

(3.0) 

(0.3) 

1,793 .5 

0.0 

0.0 

1,793 .5 

0.0 

1,793.5 



MECO-1818 
DOCKET NO. 2006-0387 
PAGE 3 OF 8 

MAUI ELECTRIC COMPANY, LTD. - MOLOKAI DIVISION 

SCHEDULE J - GENERAL SERVICE DEMAND 

D0CF:ET NO. 2006-0387 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES 

ENERGY CHARGE 

0 - 200 KWH/K'W 

201 - 4 00 KWH/KVJ 

> 400 KWH/KW 

TOTAL 

BILLING 

UNITS 

(MWH) 

5,016.0 

2,370.6 

638.5 

8,025.1 

PRESENT 

UNIT PRICE 

C/KWH 

19.6204 

13.7734 

11.9444 

RATES 

REVENUES 

$10003 

984.2 

326.5 

76.3 

1,387.0 

BILLING 

UNITS 

(MWH) 

5,087.0 

2,269.8 

668.3 

8,025.1 

PROPOSED RATES 

UNIT PRICE 

C/KWH 

34.7806 

28.9336 

27.1046 

REVENUES 

$10003 

1,769.3 
656.7 

181.1 

2,607.1 

DEMAND CHARGE 

ALL BILLING KW 

CUSTOMER CHARGE 

1 PHASE 
3 PHASE 

SUBTOTAL 

30202 

255 
693 

948 

$/KW 

4 .75 

$/BILL 

30.00 
40.00 

143 .5 

7.7 
27.7 

35.4 

$/KW 

30923 

255 

693 

11.00 

$/BILL 

32.00 

42.00 

340.2 

8.2 

29.1 

948 37.3 

ADJUSTMENTS: 

FUEL OIL ADJ 

FIRM CAP. SURCHRG 

POWER FACTOR ADJ. 

PRIMARY ADJUSTMENT (I 

SECONDARY ADJUSTMENT 

SCHEDULE E ADJ. 

SUBTOTAL 

TEMP RATE Acij . 

REVENUE ADJ 

INTERIM RATE INCREASE 

TOTAL REVENUE 

C/KWH 

8025 . 1 
8025.1 

)P) 
(DS) 

15.7740 
0.0000 

1,265.9 
0.0 

0 

0.0 

0.0 

1,265.9 

0.0 

0 

0.0 

2,831.8 

C/KWH 

8025.1 

8025.1 
0.0000 

0.0000 

0 
0 
0 
0 
0 
5) 

:3.5) 

0.0 

2,981.1 

Q- Revenues 



MECO-1818 
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MAUI ELECTRIC COMPANY, LTD. - MOLOKAI DIVISION 

SCHEDULE H - COMMERCIAL COOKING, HEATING, AIR 

CONDITIONING, AND REFRIGERATION SERVICE 

DOCKET NO. 2006-0367 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES 

PRESENT RATES PROPOSED RATES 

ENERGY CHARGE: 

DEMAND CHARGE: 

CUSTOMER CHARGE: 

1 PHASE 

3 PHASE 

SUBTOTAL 

BILLING 

Ul'IITS 

MWH 

1,994 .2 

KW 

6,265 

BILLS 

97 

287 

384 

UNIT PRICE 

C/KWH 

14.0975 

$/KW 

6.00 

$/BILL 

22.00 

28.00 

REVENUES 

$10003 

281. 1 

37.6 

2.1 

8.0 

10.1 

UNIT PRICE 

C/KWH 

30.3625 

S/KW 

10 .00 

$/BILL 

22 .00 

28.00 

REVENUES 

$10003 

605.5 

62.7 

2.1 

8.0 

10.1 

FUEL OIL ADJ.; 

MWH 

1,994.2 

UNADJUSTED REVENUES 

TEMP. PATE DECREASE 

SCHEDULE E ADJ. 

INTERIM RATE INCREASE 

TOTAL REVENUES 

C/KWH 

15.7740 314.6 

643 .4 

0 

0.0 

643.4 

C/KWH 

0.000 0.0 

678.3 

0 

( i . o : 

677.3 



MAUI ELECTRIC COMPANY, LTD. - MOLOKAI DIVISION 
SCHEDULE P - LARGE POWER SERVICE 

DOCKET NO. 2006-0387 TEST-YEAR 2C07 

ESTIMATE OF TEST-YEAR REVENUES FOR COMBINED 
SCHEDULE P AND N CUSTOMERS AT PROPOSED P-ATES 

MECO-1818 
DOCKET NO. 2006-0387 
PAGE 5 OF 8 

BILLING REVEI-IUES 
UNITS UNIT PRICE $10003 

ENERGY CHARGE: 

DEMAND CHARGE: 

2691 

293.3 

CUSTOMER CHARGE 

ADJUSTMENTS : 

12 .6 

-17.9 

FUEL OIL REV. 

UNADJUSTED REVENUES 

TEMP RATE DECR. (%) 
RIDER M(B) ADJ 
RIDER T ADJ 
EMPLOYEE DISCOUNT 

PROPOSED REVENUES SCHEDULE P AND N 

0.0 

2 , 979 

- 9 4 

- 1 

2 , 879 

0 

2 

7 

-4 

1 

T{2) 



MAUI ELECTRIC COMPA^IY, LTD. - MOLOKAI DIVISION 

SCHEDULE P - LARGE POWER SERVICE 

CCCKET NO. 2006-0387 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES FOR NIGHT CONTRACT RATE 

AT PROPOSED RATES 

MECO-1818 
DOCKET NO. 2006-0387 
PAGE 6 OF 8 

ENERGY CHARGE: 

ALL KWH/KW 

BILLING REVENUES 
UNITS UNIT PRICE $10003 

(MWH) 

165.9 

$/KWH 

23.0823 199.9 

DEMAND CHARGE: 

ALL KW 

:KW] 

5,787 

$/KW 

3.50 20.3 

BILLS 

CUSTOMER CHARGE: 

ADJUSTMENTS: 

PF 

TP 

DP 

TS 

DS 

SUBTOTAL 

FUEL OIL REV. 

36 

665.9 

UNADJUSTED REVENUES 

TEMP RATE DECR. (%) 

TOTAL REVE^^JES NIGHT CONTRACT RATE 

$/BILL 

75.00 

0.000 

0.000 

2 .7 

3 .0 

0.0 

0.0 

0.0 

0.0 

3.0 

0.0 

225.9 

0.0 

225. 9 

U 



MAUI ELECTRIC COMPANY, LTD. - MOLOKAI DIVISION 
SCHEDULE P - LARGE POWER SERVICE 

DOCKET MO. 2006-0287 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES FOR REGULAR P CUSTOMERS 
AT PROPOSED RATES 

MECO-1818 
DOCKET NO. 2006-0387 
PAGE 7 OF 8 

ENERGY CHARGE: 

0 - 2 0 0 KWH/KW 

201 - 400 KWH/KW 

> 4 00 KWH/KW 

SUBTOTAL 

DEMAND CHARGE: 

0 - 500 KW 

501 - 1500 KW 

1501 - 5000 KW 

> 5000 KW 

BILLING 

UNITS 

(MWH) 

4,467 .3 

2,743.7 

942 .5 

8,153 .5 

(KW) 

24,817 

0 

0 

0 

UNIT PRICE 

$/KWH 

32 .3273 

30.2273 

23.0823 

$/KW 

11.00 

10.00 

10.00 

10.00 

REVENUES 

$10003 

1.444 .2 

829.3 

217.6 

2491.1 

273.0 

0.0 

0.0 

0.0 

SUBTOTAL 2 4 , 8 1 7 2 7 3 . 0 

CUSTOMER CHARGE 
BILLS 

132 

$/BILL 
75 .00 9.9 

ADJUSTMENTS i. 
PF 
TP 
DP 
TS 
DS 
SUBTOTAL 

FUEL OIL REV. 

UNADJUSTED REVENUES 

TEMP RATE DECR. (%) 
RIDER M(B) ADJ 
RIDER T ADJ 

TOTAL REVEiTJES REGULAR SCHEDULE P 

, 153.5 

(16.6) 
0.0 
(4.3) 
0.0 
0.0 

0.000 

0.0000 

(20.9) 

0.0 

2,753 .1 

0.0 
-94 .2 

-1.7 

2,657.2 

T 
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MAUI ELECTRIC COMPANY, LTD. - MOLOKAI DIVISION 

SCHEDULE F - PUBLIC STREET LIGHTING SERVICE 

i:OCKET NO. 20C6-0387 TEST-YEAR 2007 

ESTIMATE OF TEST-YEAR REVENUES 

ENERGY CHARGE: 

0 - 150 KWH/KW 

> 150 KWH/KW 

SUBTOTAL 

ADJUSTMENTS: 

BILLING 

UNITS 

(MWH) 

213.7 

264.8 

478.5 

CURRENT EFFECTIVE RATES 

UNIT PRICE 

CENTS/KWH 

20.2685 

15.8625 

REVENUES 

$10003 

43 .3 

42.0 

85.3 

PROPOSED 

UNIT PRICE 

CENTS/KWH 

37.9215 

33.5155 

RATES 

REVENUES 

$10003 

81.0 
88.7 

169.7 

MINIMUM BILL 

SECONDARY METERING 

SUBTOTAL 

UNADJUSTED BASE REV.: 

FUEL OIL ADJ.: 
FIRM CAP. SURC. ADJ.: 

EMPLOYEE DISCOUNT ADJ 

UNADJUSTED TOTAL REV.: 

0.1 

0.0 

0.1 

0.0 

478.5 

478.5 

15.7740 

0.0000 

0.1 

85.4 

75.5 

0.0 

75.5 

0.0000 

0.0000 

0.1 

169.8 

0.0 

0.0 

-0.4 

-0.4 

160.9 169.4 

TEMP. RATE DECREASE (%) 

INTERIM RATE INCREASE 

TOTAL REVENUES 

0.0 0.0 
0.0 

160 .9 

0.0 0.0 

169.4 
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MAUI ELECTRIC COMPANY, LTD. 
MAUI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE R: RESIDENTIAL SERVICE 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1,000 

1,100 
1.200 
1.300 
1,400 
1.500 

Present Rates 
$/Mo. 

$34.85 
$62.23 
$89.59 

$116.96 
$144.33 

$171.69 
$199.07 
$226.43 
$253.79 
$281.16 

$308.52 
$335.89 
$363.26 
$390.63 
$418.00 

SINGLE PHASE 

Proposed Rates 
$/Mo. 

$35.82 
$64.15 
$92.47 

$121.20 
$150.34 

$179.47 
$208.60 
$237.74 
$266.88 
$296.01 

$325.15 
$354.29 
$383.97 
$413.64 
$443.32 

Increase $/Mo. 

$0.97 
$1.92 
$2.88 
$4.24 
$6.01 

$7.78 
$9.53 

$11.31 
$13.09 
$14.85 

$16.63 
$18.40 
$20.71 
$23.01 
$25.32 

Increase % 

2.78% 
3.09% 
3.21% 
3.63% 
4.16% 

4.53% 
4.79% 
4.99% 
5.16% 
5.28% 

5.39% 
5.48% 
5.70% 
5.89% 
6.06% 

* Present Rates Effective April 15. 1999 
Test -year 2007 FOA: 

©present rates = 13.954 ^/kWh 
@ proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = -.0769% 
(gproposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
MAUI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE R: RESIDENTIAL SERVICE 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1,000 

1.100 
1,200 
1,300 
1,400 
1,500 

Present 
Rates 
$/Mo. 

$39.35 
$66.73 
$94.09 

$121.46 
$148.83 

$176.19 
$203.56 
$230.92 
$258.30 
$285.66 

$313.02 
$340.40 
$367.76 
$395.13 
$422.50 

THREE PHASE 

Proposed 
Rates $/Mo. Increase $/Mo. 

$40.32 $0.97 
$68.65 
$96.97 

$125.70 
$154.84 

$183.97 
$213.10 
$242.24 
$271.38 
$300.51 

$329.65 
$358.79 
$388.47 
$418.14 
$447.82 

$1.92 
$2.88 
$4.24 
$6.01 

$7.78 
$9.54 

$11.32 
$13.08 
$14.85 

$16.63 
$18.39 
$20.71 
$23.01 
S25.32 

Increase % 

2.47% 
2.88% 
3.06% 
3.49% 
4.04% 

4.42% 
4.69% 
4.90% 
5.06% 
5.20% 

5.31% 
5.40% 
5.63% 
5.82% 
5.99% 

' * Present Rates Effective April 15, 1999 
' Test -year 2007 FOA: 

(gpresent rates = 13.954 0/kWh 
@ proposed rates = 0.000 0/kWh 

'Test - year 2007 Firm Capacity Surcharge: 
(^present rates = -.0769% 
(^proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
MAUI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE G: GENERAL SERVICE, NON-DEMAND 

KWH 

100 
200 
300 
400 
500 

600 
700 
aoo 
900 

1,000 

2,000 
3.000 
4,000 
5,000 

Present Rate 
$/Mo. 

$49.49 
$78.00 

$106.51 
$135.02 
$163.53 

$192.03 
$220.55 
$249.04 
$277.56 
$306.07 

$591.15 
$876.24 

$1,161.32 
$1,446.40 

SINGLE PHASE 

Proposed Rate 
$/Mo. 

$54.80 
$84.61 

$114.41 
$144.21 
$174.02 

$203.82 
$233.63 
$263.43 
$293.23 
$323.04 

$621.07 
$919.11 

$1,217.15 
$1,515.19 

Increase $/Mo. 

$5.31 
$6.61 
$7.90 
$9.19 

$10.49 

$11.79 
$13.08 
$14.39 
$15.67 
$16.97 

$29.92 
$42.87 
$55.83 
$68.79 

Increase % 

10.73% 
8.47% 
7.42% 
6.81% 
6.41% 

6.14% 
5.93% 
5.78% 
5.65% 
5.54% 

5.06% 
4.89% 
4.81% 
4.76% 

' ' Present Rates Effective April 15, 1999 
"Test-year 2007 FOA: 

(©present rates = 13.954 0/kWh 
@ proposed rates = 0.000 0/kWh 

• Test - year 2007 Finn Capacity Surcharge: 
©present rates = -.0769% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
MAUI DIVISION 

TEST YEAR: 2007. DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE G: GENERAL SERVICE. NON-DEMAND 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1.000 

2.000 
3.000 
4.000 
5.000 

Present Rate 
$/Mo. 

$64.48 
$92.99 

$121.50 
$150.01 
$178.52 

$207.02 
$235.53 
$264.03 
$292.55 
$321.06 

$606.14 
$891.23 

$1,176.30 
$1,461.39 

THREE PHASE 

Proposed 
Rate $/Mo. 

$69.80 
$99.61 

$129.41 
$159.21 
$189.02 

$218.82 
$248.63 
$278.43 
$308.23 
$338.04 

$636.07 
$934.11 

$1,232.15 
$1,530.19 

Increase $/Mo. 

$5.32 
$6.62 
$7.91 
$9.20 

$10.50 

$11.80 
$13.10 
$14.40 
$15.68 
$16.98 

$29.93 
$42.88 
$55.85 
$68.80 

Increase % 

8.25% 
7.12% 
6.51% 
6.13% 
5.88% 

5.70% 
5.56% 
5.45% 
5.36% 
5.29% 

4.94% 
4.81% 
4.75% 
4.71% 

••Present Rates Effective April 15, 1999 
"Test-year 2007 FOA: 

©present rates = 13.954 0/kWh 
@ proposed rates = 0.000 ^/kWh 

' Test - year 2007 Firm Capacity Surcharge: 
©present rates = -.0769% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
MAUI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE J: GENERAL SERVICE DEMAND 

KW 

25 
25 
25 
25 
25 

50 
50 
50 
50 
50 

100 
100 
100 
100 
100 

300 
300 
300 
300 
300 

KWH 

2,500 
5,000 
10,000 
12.500 
15,000 

5.000 
10.000 
20,000 
25,000 
30.000 

10,000 
20.000 
40,000 
50.000 
60,000 

30.000 
60,000 
120.000 
150,000 
180,000 

KWH/KW 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

SINGLE PHASE 

Present $/Mo. 

$837.63 
$1,496.67 
$2,764.05 
$3,323.73 
$3,883.43 

$1,640.30 
$2,958.35 
$5,493.11 
$6,612.51 
$7,731.89 

$3,245.63 
$5,881.72 

$10,951.25 
$13,190.03 
$15,428.81 

$9,666.93 
$17,575.22 
$32,783.80 
$39,500.14 
$46,216.48 

Proposed $/Mo. 

$987.51 
$1,625.02 
$2,849.33 
$3,387.43 
$3,925.53 

$1,925.02 
$3,200.03 
$5,648.65 
$6,724.86 
$7,801.06 

$3,800.03 
$6,350.06 

$11,247.30 
$13,399.71 
$15,552.12 

$11,300.09 
$18,950.18 
$33,641.90 
$40,099.13 
$46,556.36 

Increase $/Mo. 

$149.88 
$128.35 

$85.28 
$63.69 
$42.10 

$284.72 
$241.68 
$155.54 
$112.35 

$69.17 

$554.40 
$468.34 
$296.05 
$209.68 
$123.31 

$1,633.16 
$1,374.96 

$858.10 
$598.99 
$339.88 

Increase % 

17.89% 
8.58% 
3.09% 
1.92% 
1.08% 

17.36% 
8.17% 
2.83% 
1.70% 
0.89% 

17.08% 
7.96% 
2.70% 
1.59% 
0.80% 

16.89% 
7.82% 
2.62% 
1.52% 
0.74% 

• Present Rates Effective April 15, 1999 
Test -year 2007 FOA: 

©present rates = 13.954 ^/kWh 
© proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = -.0769% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
MAUI DIVISION 

TEST YEAR; 2007. DOCKET NO; 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE J: GENERAL SERViCE DEMAND 

KW 

25 
25 
25 
25 
25 

50 
50 
50 
50 
50 

100 
100 
100 
100 
100 

300 
300 
300 
300 
300 

KWH 

2,500 
5,000 
10,000 
12,500 
15,000 

5.000 
10.000 
20,000 
25,000 
30.000 

10,000 
20.000 
40.000 
50.000 
60.000 

30.000 
60,000 
120.000 
150.000 
180,000 

KWH/KW 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

THREE PHASE 

Present $/Mo. 

$852.62 
$1,511.65 
$2,779.04 
$3,338.72 
$3,898.42 

$1,655.29 
$2,973.34 
$5,508.10 
$6,627.49 
$7,746.88 

$3,260.61 
$5,896.71 

$10,966.24 
$13,205.02 
$15,443.80 

$9,681.92 
$17,590.21 
$32,798.78 
$39,515.13 
$46,231.47 

Proposed $/Mo. 

$1,002.51 
$1.640.02 
$2,864.33 
$3,402.43 
$3,940.53 

$1,940.02 
$3,215.03 
$5,663.65 
$6,739.86 
$7,816.06 

$3,815.03 
$6,365.06 

$11,262.30 
$13,414.71 
$15,567.12 

$11,315.09 
$18,965.18 
$33,656.90 
$40,114.13 
$46,571.36 

Increase $/Mo. 

$149.89 
$128.37 

$85.29 
$63.70 
$42.11 

$284.73 
$241.69 
$155.55 
$112.37 

$69.18 

$554.42 
$468.35 
$296.06 
$209.69 
$123.32 

$1,633.17 
$1,374.97 

$858.12 
$599.00 
$339.89 

Increase % 

17.58% 
8.49% 
3.07% 
1.91% 
1.08% 

17.20% 
8.13% 
2.82% 
1.70% 
0.89% 

17.00% 
7.94% 

• 2.70% 
1.59% 
0.80% 

16.87% 
7.82% 
2.62% 
1.52% 
0.74% 

• Present Rates Effective April 15. 1999 
Test -year 2007 FOA: 

©present rates = 13.954 0/kWh 
© proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = -.0769% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
MAUI DIVISION 

TEST YEAR: 2007. DOCKET NO; 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE H: COMMERCIAL COOKING. HEATING. A/C. & REFRIGERATION SERVICES 

KW 

10 
10 
10 
10 

25 
25 
25 
25 

50 
50 
50 
50 

100 
100 
100 
100 

KWH 

1.000 
2.000 
3.000 
4,000 

2,500 
5.000 
7.500 
10.000 

5,000 
10,000 
1S.000 
20.000 

10.000 
20.000 
30,000 
40.000 

KWH/KW 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

SINGLE PHASE 

Present $/Mo. 

$331.07 
$590.19 
$849.32 

$1,108.44 

$787.20 
$1,435.01 
$2,082.81 
$2,730.62 

$1,547.43 
$2,843.04 
$4,138.66 
$5,434.27 

$3,067.86 
$5,659.09 
$8,250.32 

$10,841.55 

PnDposed $/Mo. 

$373.73 
$637.46 
$901.18 

$1,164.91 

$874.32 
$1,533.64 
$2,192.96 
$2,852,28 

$1,708.64 
$3,027.28 
$4,345.92 
$5,664.56 

$3,377.28 
$6,014.56 
$8,651.84 

$11,289.12 

Increase $/Mo. 

$42.66 
$47.27 
$51.86 
$56.47 

$87.12 
$98.63 

$110.15 
$121.66 

$161.21 
$184.24 
$207.26 
$230.29 

$309.42 
$355.47 
$401.52 
$447.57 

Increase % 

12.89% 
8.01% 
6.11% 
5.09% 

11.07% 
6.87% 
5.29% 
4.46% 

10.42% 
6.48% 
5.01% 
4.24% 

10.09% 
6.28% 
4.87% 
4.13% 

' Present Rates Effective April 15.1999 
Test -year 2007 FOA: 

©present rates = 13.954 (t/kWh 
@ proposed rates = 0.000 (t/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = -.0769% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
MAUI DIVISION 

TEST YEAR: 2007. DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE H: COMMERCIAL COOKING, HEATING. A/C. & REFRIGERATION SERVICES 

KW 

10 
10 
10 
10 

25 
25 
25 
25 

50 
50 
50 
50 

100 
100 
100 
100 

KWH 

1.000 
2,000 
3,000 
4.000 

2,500 
5,000 
7.500 
10.000 

5.000 
10.000 
15.000 
20,000 

10.000 
20,000 
30,000 
40,000 

KWH/KW 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

THREE PHASE 

Present $/Mo. 

$347.06 
$606.18 
$865.31 

$1,124.42 

$803.19 
$1,451.00 
$2,098.80 
$2,746.61 

$1,563.41 
$2,859.02 
$4,154.64 
$5,450.25 

$3,083.85 
$5,675.08 
$8,266.31 

$10,857.54 

Proposed $/Mo. 

$388.73 
$652.46 
$916.18 

$1,179.91 

$889.32 
$1,548.64 
$2,207.96 
$2,867.28 

$1,723.64 
$3,042.28 
$4,360.92 
$5,679.56 

$3,392.28 
$6,029.56 
$8,666.84 

$11,304.12 

Increase $/Mo. 

$41.67 
$46.28 
$50.87 
$55.49 

$86.13 
$97.64 

$109.16 
$120.67 

$160.23 
$183.26 
$206.28 
$229.31 

$308.43 
$354.48 
$400.53 
$446.58 

Increase % 

12.01% 
7.63% 
5.88% 
4.93% 

10.72% 
6.73% 
5.20% 
4.39% 

10.25% 
6.41% 
4.97% 
4.21% 

10.00% 
6.25% 
4.85% 
4.11% 

* Present Rates Effective April 15. 1999 
Test -year 2007 FOA: 

©present rates = 13.954 0/kWh 
@ proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surctiarge: 
©present rates = -.0769% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
MAUI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE P: LARGE POWER SERVICE 

KW 

300 
300 
300 
300 
300 

500 
500 
500 
500 
500 

1,500 
1.500 
1.500 
1.500 
1.500 

5.000 
5.000 
5.000 
5.000 
5,000 

10.000 
10,000 
10.000 
10.000 
10.000 

MWH 

60 
120 
150 
180 
210 

100 
200 
250 
300 
350 

300 
600 
750 
900 

1,050 

1.000 
2.000 
2.500 
3,000 
3,500 

2.000 
4.000 
5.000 
6.000 
7.000 

KWH/KW 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

Present $/Mo. 

$17,740.01 
$31,782.61 
$38,290.70 
$44,798.79 
$51,306.89 

$29,416.80 
$52,821.13 
$63,667.95 
$74,514.77 
$85,361.59 

$87,301.13 
$157,514.11 
$190,054.58 
$222,595.04 
$255,135.51 

$289,896.29 
$523,939.56 
$632,407.78 
$740,875.99 
$849,344.21 

$579,317.94 
$1,047,404.48 
$1,264,340.92 
$1,481,277.35 
$1,698,213.79 

Proposed $/Mo. 

$20,456.64 
$34,213.02 
$40,577.61 
$46,942.20 
$53,306.79 

$33,844.40 
$56,771.70 
$67,379.35 
$77,987.00 
$88,594.65 

$99,783.20 
$168,565.10 
$200,388.05 
$232.211.00 
$264,033.95 

$330,569.00 
$559,842.00 
$665,918.50 
$771,995.00 
$878,071.50 

$660,263.00 
$1,118,809.00 
$1,330,962.00 
$1,543,115.00 
$1.755.268.00 

Increase $/Mo. 

$2,716.63 
$2,430.41 
$2,286.91 
$2,143.41 
$1,999.90 

$4,427.60 
$3,950.57 
$3,711.40 
$3,472.23 
$3,233.06 

$12,482.07 
$11,050.99 
$10,333.47 
$9,615.96 
$8,898.44 

$40,672.71 
$35,902.44 
$33,510.72 
$31,119.01 
$28,727.29 

$80,945.06 
$71,404.52 
$66,621.08 
$61,837.65 
$57,054.21 

Inaease % 

15.31% 
7.65% 
5.97% 
4.78% 
3.90% 

15.05% 
7.48% 
5.83% 
4.66% 
3.79% 

14.30% 
7.02% 
5.44% 
4,32% 
3.49% 

14.03% 
6.85% 
5.30% 
4.20% 
3.38% 

13.97% 
6.82% 
5.27% 
4.17% 
3.36% 

• Present Rales Effective April 15,1999 
Test -year 2007 FOA: 

©present rates = 13.954 0/kWh 
@ proposed rates ' 0.000 ^kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = -.0769% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
MAUI DIVISION 

TEST YEAR: 2007, DOCKET NO; 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE F: PUBLIC STREET LIGHTING. HIGHWAY LIGHTING. AND PARK AND PLAYGROUND LIGHTING 

KW 

1 
1 

5 
5 

10 
10 

25 
25 

50 
50 

100 
100 

KWH 

150 
340 

750 
1.700 

1.500 
3.400 

3.750 
8.500 

7.500 
17,000 

15.000 
34.000 

KWH/KW 

150 
340 

150 
340 

150 
340 

150 
340 

150 
340 

150 
340 

Present Rates 
$/Mo. 

$43.67 
$90.45 

$218.37 
$452.27 

$436.73 
$904.54 

$1,091.84 
$2,261.34 

$2,183.67 
$4,522.68 

$4,367.34 
$9,045.35 

Proposed 
Rates $/Mo. 

$45.89 
$95.48 

$229.47 
$477.39 

$458.93 
$954.78 

$1,147,33 
$2,386.95 

$2,294.66 
$4,773.91 

$4,589.31 
$9,547.82 

Increase 
$/Mo. 

$2.22 
$5.02 

$11.10 
$25.12 

$22.20 
$50.25 

$55.49 
$125.62 

$110.98 
$251.23 

$221.97 
$502.46 

Increase 
(%) 

5.08% 
5.55% 

5.08% 
5.55% 

5,08% 
5.55% 

5.08% 
5.55% 

5.08% 
5.55% 

5.08% 
5.55% 

* Present Rates Effective April 15, 1999 
Test -year 2007 FOA: 

©present rates = 13.954 \i/kWh 
@ proposed rates = 0.000 ^/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = -.0769% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
LANAI DIVISION 

TEST YEAR: 2007. DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE R: RESIDENTIAL SERVICE 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1,000 

1.100 
1,200 
1.300 
1.400 
1,500 

Present Rates 
$/Mo. 

$39.47 
$71.46 

$103.44 
$135.41 
$167.39 

$199.37 
$231.34 
$263.32 
$295.32 
$327.28 

$359.25 
$391.23 
$423.22 
$455.19 
$487.17 

SINGLE PHASE 

Proposed Rates 
$/Mo. 

$40.75 
$74.00 

$107.50 
$141.26 
$175.02 

$208.77 
$242.53 
$276.68 
$311.23 
$345.76 

$380.31 
$414.85 
$449.39 
$483.93 
$518.48 

Increase $/Mo. 

$1.28 
$2.54 
$4.06 
$5.85 
$7.63 

$9.40 
$11.19 
$13.36 
$15.91 
$18.48 

$21.06 
$23.62 
$26.17 
$28.74 
$31.31 

Increase % 

3.24% 
3.55% 
3.92% 
4.32% 
4.56% 

4.71% 
4.84% 
5.07% 
5.39% 
5.65% 

5.86% 
6.04% 
6.18% 
6.31% 
6.43% 

* Present Rates Effective April 15.1999 
Test -year 2007 FOA: 

©present rates = 13.9130 0/kWh 
@ proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
LANAI DIVISION 

TEST YEAR: 2007. DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE R: RESIDENTIAL SERVICE 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1.000 

1,100 
1,200 
1,300 
1.400 
1,500 

Present 
Rates 
$/Mo. 

$43.97 
$75.96 

$107.93 
$139.91 
$171.89 

$203.87 
$235.84 
$267.82 
$299.80 
$331.78 

$363.75 
$395.74 
$427.71 
$459.69 
$491.67 

THREE PHASE 

Proposed 
Rates $/Mo. Increase $/Mo. 

$45.25 $1.28 
$78.50 

$112.00 
$145.76 
$179.52 

$213.27 
$247.03 
$281.18 
$315.73 
$350.26 

$384.81 
$419.35 
$453.89 
$488.43 
$522.98 

$2.54 
$4.07 
$5.85 
$7.63 

$9.40 
$11.19 
$13.36 
$15.93 
$18.48 

$21.06 
$23.61 
$26.18 
$28.74 
$31.31 

Increase % 

2.91% 
3.34% 
3.77% 
4.18% 
4.44% 

4.61% 
4.74% 
4.99% 
5.31% 
5.57% 

5.79% 
5.97% 
6.12% 
6.25% 
6.37% 

' * Present Rates Effective April 15,1999 
• Test -year 2007 FOA: 

©present rates = 13.9130 ^/kWh 
@ proposed rates = 0.000 ^/kWh 

"Test - year 2007 Firm Capacity Surcharge; 
©present rates = 0.0% 
©proposed rates = 0.000% 



MAUI ELECTRIC COMPANY, LTD. 
LANAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE G: GENERAL SERVICE, NON-DEMAND 

MECO-1820 
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KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1.000 

2,000 
3,000 
4,000 
5,000 

Present Rate 
$/Mo. 

$56.33 
$90.67 

$125.00 
$159.33 
$193.66 

$227.99 
$262.32 
$296.65 
$330.99 
$365.32 

$708.64 
$1,051.95 
$1,395.27 
$1,738.59 

SINGLE PHASE 

Proposed Rate 
$/Mo. 

$65.41 
$100.81 
$136.22 
$171.62 
$207.03 

$242.44 
$277.84 
$313.25 
$348.66 
$384.06 

$738.12 
$1,092.19 
$1,446.25 
$1,800.31 

Increase $/Mo. 

$9.08 
$10.14 
$11.22 
$12.29 
$13.37 

$14.45 
$15.52 
$16.60 
$17.67 
$18.74 

$29.48 
$40.24 
$50.98 
$61.72 

Increase % 

16.12% 
11.18% 
8.98% 
7.71% 
6.90% 

6.34% 
5.92% 
5.60% 
5.34% 
5.13% 

4.16% 
3.83% 
3.65% 
3.55% 

' ' Present Rates Effective April 15,1999 
" Test -year 2007 FOA: 

©present rates = 13.9130 0/kWh 
@ proposed rates = 0.000 0/kWh 

' Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
LANAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE G: GENERAL SERVICE. NON-DEMAND 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1.000 

2.000 
3.000 
4.000 
5.000 

Present Rate 
$/Mo. 

$72.33 
$106.67 
$141.00 
$175.33 
$209.66 

$243.99 
$278.32 
$312.65 
$346.99 
$381.32 

$724.64 
$1,067.95 
$1,411.27 
$1,754.59 

THREE PHASE 

Proposed 
Rate $/Mo. 

$80.41 
$115.81 
$151.22 
$186.62 
$222.03 

$257.44 
$292.84 
$328.25 
$363.66 
$399.06 

$753.12 
$1,107.19 
$1,461.25 
$1,815.31 

Increase $/Mo. 

$8.08 
$9.14 

$10.22 
$11.29 
$12.37 

$13.45 
$14.52 
$15.60 
$16.67 
$17.74 

$28.48 
$39.24 
$49.98 
$60.72 

Increase % 

11.17% 
8.57% 
7.25% 
6.44% 
5.90% 

5.51% 
5.22% 
4.99% 
4.80% 
4.65% 

3.93% 
3.67% 
3.54% 
3.46% 

' * Present Rates Effective April 15, 1999 
• Test -year 2007 FOA: 

©present rates = 13.9130 0/kWh 
@ proposed rates = 0.000 0/kWh 

" Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
LANAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE J: GENERAL SERVICE DEMAND 

KW 

25 
25 
25 
25 
25 

50 
50 
50 
50 
50 

100 
100 
100 
100 
100 

300 
300 
300 
300 
300 

KWH 

2,500 
5,000 
10,000 
12,500 
15.000 

5,000 
10.000 
20,000 
25.000 
30,000 

10.000 
20,000 
40,000 
50,000 
60,000 

30,000 
60.000 
120,000 
150.000 
180,000 

KWH/KW 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

SINGLE PHASE 

Present $/Mo. 

$1,041.80 
$1,904.85 
$3,572.09 
$4,331.72 
$5,091.34 

$2,048.60 
$3,774.69 
$7,109.18 
$8,628.43 

$10,147.67 

$4,062.19 
$7,514.38 

$14,183.36 
$17,221.85 
$20,260.34 

$12,116.57 
$22,473.14 
$42,480.08 
$51,595.55 
$60,711.02 

Proposed $/Mo. 

$1,143.30 
$2,016.61 
$3,704.36 
$4,474.16 
$5,243.97 

$2,241.61 
$3,988.21 
$7,363.72 
$8,903.33 

$10,442.93 

$4,438.21 
$7,931.42 

$14,682.44 
$17,761.65 
$20,840.86 

$13,224.63 
$23,704.26 
$43,957.32 
$53,194.95 
$62,432.58 

Increase $/Mo. 

$101.50 
$111.76 
$132.27 
$142.45 
$152.63 

$193.01 
$213.52 
$254.54 
$274.90 
$295.26 

$376.02 
$417.04 
$499.08 
$539.80 
$580.52 

$1,108.06 
$1,231.12 
$1,477.24 
$1,599.40 
$1,721.56 

Increase % 

9.74% 
5.87% 
3.70% 
3.29% 
3.00% 

9.42% 
5.66% 
3.58% 
3.19% 
2.91% 

9.26% 
5.55% 
3.52% 
3.13% 
2.87% 

9.14% 
5.48% 
3.48% 
3.10% 
2.84% 

' Present Rates Effective April 15. 1999 
Test -year 2007 FOA: 

©present rates = 13.9130 ^/kWh 
© proposed rates = 0.000 ^/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
LANAI DIVISION 

TEST YEAR; 2007, DOCKET NO; 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE J: GENERAL SERVICE DEMAND 

KW 

25 
25 
25 
25 
25 

50 
50 
50 
50 
50 

100 
100 
100 
100 
100 

300 
300 
300 
300 
300 

KWH 

2.500 
5.000 
10.000 
12,500 
15,000 

5,000 
10.000 
20,000 
25,000 
30,000 

10,000 
20,000 
40,000 
50.000 
60,000 

30,000 
60.000 
120,000 
150,000 
180.000 

KWH/KW 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

THREE PHASE 

Present $/Mo. 

$1,056.80 
$1,919.85 
$3,587.09 
$4,346.72 
$5,106.34 

$2,063.60 
$3,789.69 
$7,124.18 
$8,643.43 

$10,162.67 

$4,077.19 
$7,529.38 

$14,198.36 
$17,236.85 
$20,275.34 

$12,131.57 
$22,488.14 
$42,495.08 
$51,610.55 
$60,726.02 

Proposed $/Mo. 

$1,158.30 
$2,031.61 
$3,719.36 
$4,489.16 
$5,258.97 

$2,256.61 
$4,003.21 
$7,378.72 
$8,918.33 

$10,457.93 

$4,453.21 
$7,946.42 

$14,697.44 
$17,776.65 
$20,855.86 

$13,239.63 
$23,719.26 
$43,972.32 
$53,209.95 
$62,447.58 

Increase $/Mo. 

$101.50 
$111.76 
$132.27 
$142.45 
$152.63 

$193.01 
$213.52 
$254.54 
$274.90 
$295.26' 

$376.02 
$417.04 
$499.08 
$539.80 
$580.52 

$1,108.06 
$1,231.12 
$1,477.24 
$1,599.40 
$1,721.56 

Increase % 

9.60% 
5.82% 
3.69% 
3.28% 
2.99% 

9.35% 
5.63% 
3.57% 
3.18% 
2.91% 

9.22% 
5.54% 
3.52% 
3.13% 
2.86% 

9.13% 
5.47% 
3.48% 
3.10% 
2.83% 

* Present Rates Effective April 15, 1999 
Test -year 2007 FOA: 

©present rates = 13.9130 0/kWh 
© proposed rates = 0.000 ^/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
LANAI DIVISION 

TEST YEAR: 2007. DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE H: COMMERCIAL COOKING, HEATING, A/C. & REFRIGERATION SERVICES 

KW 

10 
10 
10 
10 

25 
25 
25 
25 

50 
50 
50 
50 

100 
100 
100 
100 

KWH 

1.000 
2,000 
3,000 
4.000 

2.500 
5.000 
7.500 
10,000 

5.000 
10,000 
15.000 
20.000 

10,000 
20,000 
30.000 
40.000 

KWH/KW 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

SINGLE PHASE 

Present $/Mo. 

$391.15 
$710.30 

$1,029.45 
$1,348.60 

$937.38 
$1,735.26 
$2,533.14 
$3,331.01 

$1,847.76 
$3,443.51 
$5,039.27 
$6,635.02 

$3,668.51 
$6,860.02 

$10,051.53 
$13,243.04 

Proposed $/Mo. 

$448.36 
$776.72 

$1,105.07 
$1,433.43 

$1,060.90 
$1,881.79 
$2,702.69 
$3,523.58 

$2,081.79 
$3,723.58 
$5,365.37 
$7,007.16 

$4,123.58 
$7,407.16 

$10,690.74 
$13,974.32 

Increase $/Mo. 

$57.21 
$66.42 
$75.62 
$84.83 

$123.52 
$146.53 
$169.55 
$192.57 

$234.03 
$280.07 
$326.10 
$372.14 

$455.07 
$547.14 
$639.21 
$731.28 

Increase % 

14.63% 
9.35% 
7.35% 
6.29% 

13.18% 
8.44% 
6.69% 
5.78% 

12.67% 
8.13% 
6.47% 
5.61% 

12.40% 
7.98% 
6.36% 
5.52% 

* Present Rates Effective April 15. 1999 
Test -year 2007 FOA: 

©present rates = 13.9130 ^/kWh 
© proposed rates = 0.000 (S/kWh 

Test - year 2007 Finn Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
LANAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE H: COMMERCIAL COOKING, HEATING. A/C. & REFRIGERATION SERVICES 

KW 

10 
10 
10 
10 

25 
25 
25 
25 

50 
50 
50 
50 

100 
100 
100 
100 

KWH 

1,000 
2.000 
3,000 
4.000 

2,500 
5,000 
7,500 
10,000 

5,000 
10,000 
15.000 
20,000 

10,000 
20,000 
30,000 
40.000 

KWH/KW 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

THREE PHASE 

Present $/Mo. 

$407.15 
$726.30 

$1,045.45 
$1,364.60 

$953.38 
$1,751.26 
$2,549.14 
$3,347.01 

$1,863.76 
$3,459.51 
$5,055.27 
$6,651.02 

$3,684.51 
$6,876.02 

$10,067.53 
$13,259.04 

Proposed $/Mo. 

$463.36 
$791.72 

$1,120.07 
$1,448.43 

$1,075.90 
$1,896.79 
$2,717.69 
$3,538.58 

$2,096.79 
$3,738.58 
$5,380.37 
$7,022.16 

$4,138.58 
$7,422.16 

$10,705.74 
$13,989.32 

Increase $/Mo. 

$56.21 
$65.42 
$74.62 
$83.83 

$122.52 
$145.53 
$168.55 
$191.57 

$233.03 
$279.07 
$325.10 
$371.14 

$454.07 
$546.14 
$638.21 
$730.28 

Increase % 

13.81% 
9.01% 
7.14% 
6.14% 

12.85% 
8.31% 
6.61% 
5.72% 

12.50% 
8.07% 
6.43% 
5.58% 

12.32% 
7.94% 
6.34% 
5.51 % 

' Present Rates Effective April 15.1999 
Test -year 2007 FOA: 

©present rates = 13.9130 ^/kWh 
@ proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
LANAI DIVISION 

TEST YEAR; 2007. DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE P: LARGE POWER SERVICE 

KW 

300 
300 
300 
300 
300 

500 
500 
500 
500 
500 

1.500 
1.500 
1,500 
1,500 
1,500 

5.000 
5.000 
5.000 
5.000 
5,000 

10.000 
10,000 
10,000 
10,000 
10,000 

MWH 

60 
120 
150 
180 
210 

10O 
20O 
250 
300 
350 

300 
600 
750 
90O 

1.050 

1,000 
2,000 
2.500 
3.OOO 
3.500 

2,000 
4,000 
5,000 
6,000 
7,000 

KWH/KW 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

Present $/Mo, 

$22,399.28 
$41,124.56 
$49,974.20 
$58,823.84 
$67,673.48 

$37,198.80 
$68,407.60 
$83,157.00 
$97,906.40 

$112,655.80 

$110,696.40 
$204,322.60 
$248,571.00 
$292,819.20 
$337,067.40 

$367,938.00 
$680,026.00 
$827,520.00 
$975,014.00 

$1,122,508.00 

$735,426.00 
$1,359,602.00 
$1,654.590.00 
$1,949,578.00 
$2,244,566.00 

Proposed $/Mo. 

$26,102.90 
$44,481.80 
$53,158.25 
$61.834.70 
$70,511.15 

$43,371.50 
$74,003.00 
$88,463.75 

$102,924.50 
$117,385.25 

$127,714.50 
$219,609.00 
$262.991,25 
$306,373.50 
$349,755.75 

$422,915.00 
$729,230.00 
$873,837.50 

$1,018,445.00 
$1,163,052,50 

$844,630.00 
$1,457,260.00 
$1,746,475,00 
$2,035,690.00 
$2,324,905.00 

Increase $/Mo. 

$3,703.62 
$3,357.24 
$3,184.05 
$3,010.66 
$2,837.67 

$6,172.70 
$5,595.40 
$5,306.75 
$5,018.10 
$4,729.45 

$17,018.10 
$15,286.20 
$14,420.25 
$13,554.30 
$12,688.35 

$54,977.00 
$49,204.00 
$46,317.50 
$43,431.00 
$40,544.50 

$109,204.00 
$97,658.00 
$91,885.00 
$86,112.00 
$80,339.00 

Increase % 

16.53% 
8.16% 
6.37% 
5.12% 
4.19% 

16.59% 
8.18% 
6.38% 
5.13% 
4.20% 

15.37% 
7.48% 
5.80% 
4.63% 
3.76% 

14.94% 
7.24% 
5,60% 
4.45% 
3.61% 

14.85% 
7.18% 
5.55% 
4.42% 
3.58% 

* Present Rates Effective April 15,1999 
Test -year 2007 FOA: 

©present rates = 13.9130 ^/kWh 
© proposed rates = 0.000 ^/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
LANAI DIVISION 

TEST YEAR: 2007. DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE F: PUBUC STREET LIGHTING. HIGHWAY LIGHTING. AND PARK AND PLAYGROUND LIGHTING 

KW 

1 
1 

5 
5 

10 
10 

25 
25 

50 
50 

100 
100 

KWH 

150 
340 

750 
1.700 

1.500 
3.400 

3,750 
8.500 

7.500 
17.000 

15,000 
34.000 

KWH/KW 

150 
340 

150 
340 

150 
340 

150 
340 

150 
340 

150 
340 

Present Rates 
$/Mo. 

$52.42 
$110.28 

$262.10 
$551,42 

$524.20 
$1,102.83 

$1,310.49 
$2,757.08 

$2,620.99 
$5,514.17 

$5,241.98 
$11,028.33 

Proposed 
Rates $/Mo. 

$55.24 
$116.67 

$276.18 
$583.33 

$552.35 
$1,166.65 

$1,380.88 
$2,916.63 

$2,761.76 
$5,833.26 

$5,523.53 
$11,666.51 

Increase 
$/Mo. 

$2.82 
$6.38 

$14.08 
$31.91 

$28.16 
$63.82 

$70.39 
$159.55 

$140.78 
$319.09 

$281.55 
$638.18 

Increase 

(%) 

5.37% 
5.79% 

5.37% 
5.79% 

5.37% 
5.79% 

5.37% 
5.79% 

5.37% 
5.79% 

5.37% 
5.79% 

* Present Rates Effective April 15, 1999 
Test -year 2007 FOA: 

©present rates = 13.9130 ^/kWh 
© proposed rates = 0.000 is/kWh 

Test - year 2007 Finn Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
MOLOKAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE R: RESIDENTIAL SERVICE 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1,000 

1,100 
1,200 
1,300 
1,400 
1.500 

Present Rates 
$/Mo. 

$40.71 
$73.93 

$107.14 
$140.36 
$173.57 

$206.77 
$239.98 
$273.19 
$306.41 
$339.62 

$372.83 
$406.05 
$439.26 
$472.48 
$505.69 

SINGLE PHASE 

Proposed Rates 
$/Mo. 

$41.87 
$76.25 

$111.21 
$146.74 
$182.26 

$217.79 
$253.32 
$288.97 
$324.76 
$360.54 

$396.33 
$432.11 
$467.89 
$503.68 
$539.46 

Increase $/Mo. 

$1.16 
$2.32 
$4.07 
$6.38 
$8.69 

$11.02 
$13.34 
$15.78 
$18.35 
$20.92 

$23.50 
$26.06 
$28.63 
$31.20 
$33.77 

Increase % 

2.85% 
3.14% 
3.80% 
4.55% 
5.01% 

5.33% 
5.56% 
5.78% 
5.99% 
6.16% 

6.30% 
6.42% 
6.52% 
6.60% 
6.68% 

* Present Rates Effective April 15. 1999 
Test -year 2007 FOA: 

©present rates = 15.7740 0/kWh 
© proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
MOLOKAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE R: RESIDENTIAL SERVICE 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1,000 

1,100 
1,200 
1.300 
1,400 
1,500 

Present 
Rates 
$/Mo. 

$45.21 
$78.43 

$111.63 
$144.85 
$178.06 

$211.27 
$244.49 
$277.70 
$310.91 
$344.12 

$377.33 
$410.55 
$443.76 
$476.98 
$510.18 

THREE PHASE 

Proposed 
Rates $/Mo. Increase $/Mo. 

$46.37 $1.16 
$80.75 

$115.71 
$151.24 
$186.76 

$222.29 
$257.82 
$293.47 
$329.26 
$365.04 

$400.83 
$436.61 
$472.39 
$508.18 
$543.96 

$2.32 
$4.08 
$6.39 
$8.70 

$11.02 
$13.33 
$15.77 
$18.35 
$20.92 

$23.50 
$26.06 
$28.63 
$31.20 
$33.78 

Increase % 

2.57% 
2.96% 
3.65% 
4.41% 
4.89% 

5.22% 
5.45% 
5.68% 
5.90% 
6.08% 

6.23% 
6.35% 
6.45% 
6.54% 
6.62% 

' ' Present Rates Effective April 15,1999 
' Test -year 2007 FOA: 

©present rates = 15.7740 0/kWh 
© proposed rates = 0.000 0/kWh 

• Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
MOLOKAI DIVISION 

TEST YEAR; 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE G: GENERAL SERVICE. NON-DEMAND 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1.000 

2.000 
3,000 
4.000 
5,000 

Present Rate 
$/Mo. 

$61.56 
$101.14 
$140.70 
$180.27 
$219.83 

$259.40 
$298.97 
$338.53 
$378.11 
$417.67 

$813.34 
$1,209.01 
$1,604.68 
$2,000.35 

SINGLE PHASE 

Proposed Rate 
$/Mo. 

$64.77 
$106.55 
$148.32 
$190.09 
$231.86 

$273.64 
$315.41 
$357.18 
$398.96 
$440.73 

$858.46 
$1,276.18 
$1,693.91 
$2,111.64 

Increase $/Mo. 

$3.21 
$5.41 
$7.62 
$9.82 

$12.03 

$14.24 
$16.44 
$18.65 
$20.85 
$23.06 

$45.12 
$67.17 
$89.23 

$111.29 

Increase % 

5.21% 
5.35% 
5.42% 
5.46% 
5.47% 

5.49% 
5.50% 
5.51% 
5.51% 
5.52% 

5.55% 
5.56% 
5.56% 
5.56% 

'"Present Rates Effective April 15, 1999 
• Test -year 2007 FOA: 

©present rates = 15.7740 0/kWh 
@ proposed rates = 0.000 0/kWh 

"Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
MOLOKAI DIVISION 

TEST YEAR; 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE G: GENERAL SERVICE, NON-DEMAND 

KWH 

100 
200 
300 
400 
500 

600 
700 
800 
900 

1.000 

2,000 
3.000 
4,000 
5,000 

Present Rate 
$/Mo. 

$72.56 
$112.14 
$151.70 
$191.27 
$230.83 

$270.40 
$309.97 
$349.53 
$389.11 
$428.67 

$824.34 
$1,220.01 
$1,615.68 
$2,011.35 

rHREE PHASE 

Proposed 
Rate $/Mo. 

$75.77 
$117.55 
$159.32 
$201.09 
$242.86 

$284.64 
$326.41 
$368.18 
$409.96 
$451.73 

$869.46 
$1,287.18 
$1,704.91 
$2,122.64 

Increase $/Mo. 

$3.21 
$5.41 
$7.62 
$9.82 

$12.03 

$14.24 
$16.44 
$18.65 
$20.85 
$23.06 

$45.12 
$67.17 
$89.23 

$111.29 

Increase % 

4.42% 
4.82% 
5.02% 
5.13% 
5.21% 

5.27% 
5.30% 
5.34% 
5.36% 
5.38% 

5.47% 
5.51% 
5.52% 
5.53% 

'•present Rates Effective April 15, 1999 
• Test -year 2007 FOA: 

©present rates = 15.7740 0/kWh 
@ proposed rates = 0.000 0/kWh 

' Test - year 2007 Firm Capacity Surcharge: 
©present rates = D.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
MOLOKAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE J: GENERAL SERVICE DEMAND 

KW 

25 
25 
25 
25 
25 

50 
50 
50 
50 
50 

100 
100 
100 
100 
100 

300 
300 
300 
300 
300 

KWH 

2,500 
5.000 
10.000 
12.500 
15,000 

5,000 
10.000 
20,000 
25.000 
30.000 

10.000 
20.000 
40.000 
50.000 
60.000 

30,000 
60.000 
120.000 
150.000 
180.000 

KWH/KW 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

SINGLE PHASE 

Present $/Mo. 

$1,033.61 
$1,918.47 
$3,395.84 
$4,088.80 
$4,781.76 

$2,037.22 
$3,806.94 
$6,761.68 
$8,147.60 
$9,533.52 

$4,044.44 
$7,583.88 

$13,493.36 
$16,265.20 
$19,037.04 

$12,073.32 
$22,691.64 
$40,420.08 
$48,735.60 
$57,051.12 

Proposed $/Mo. 

$1,176.52 
$2,046.03 
$3,492.71 
$4,170.33 
$4,847.94 

$2,321.03 
$4,060.06 
$6,953.42 
$8,308.65 
$9,663.88 

$4,610.06 
$8,088.12 

$13,874.84 
$16,585.30 
$19,295.76 

$13,766.18 
$24,200.36 
$41,560.52 
$49,691.90 
$57,823.28 

Increase $/Mo. 

$142.91 
$127.56 
$96.87 
$81.52 
$66.18 

$283.81 
$253.12 
$191.74 
$161.05 
$130.36 

$565.62 
$504.24 
$381.48 
$320.10 
$258.72 

$1,692.86 
$1,508.72 
$1,140.44 

$956.30 
$772.16 

Increase % 

13.83% 
6.65% 
2.85% 
1.99% 
1.38% 

13.93% 
6.65% 
2.84% 
1.98% 
1.37% 

13.99% 
6.65% 
2.83% 
1.97% 
1.36% 

14.02% 
6.65% 
2.82% 
1.96% 
1.35% 

* Present Rates Effective April 15. 1999 
Test -year 2007 FOA: 

©present rates = 15.7740 0/kWh 
@ proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
MOLOKAI DIVISION 

TEST YEAR; 2007. DOCKET NO; 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE J: GENERAL SERVICE DEMAND 

KW 

25 
25 
25 
25 
25 

50 
50 
50 
50 
50 

100 
100 
100 
100 
100 

300 
300 
300 
300 
300 

KWH 

2.500 
5,000 
10.000 
12,500 
15,000 

5,000 
10,000 
20,000 
25,000 
30.000 

10,000 
20.000 
40.000 
50.000 
60.000 

30.000 
60,000 
120,000 
150.000 
180,000 

KWH/KW 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

THREE PHASE 

Present $/Mo. 

$1,043.61 
$1,928.47 
$3,405.84 
$4,098.80 
$4,791.76 

$2,047.22 
$3,816.94 
$6,771.68 
$8,157.60 
$9,543.52 

$4,054.44 
$7,593.88 

$13,503.36 
$16,275.20 
$19,047.04 

$12,083.32 
$22,701.64 
$40,430.08 
$48,745.60 
$57,061.12 

Proposed $/Mo. 

$1,186.52 
$2,056.03 
$3,502.71 
$4,180.33 
$4,857.94 

$2,331.03 
$4,070.06 
$6,963.42 
$8,318.65 
$9,673.88 

$4,620.06 
$8,098.12 

$13,884.84 
$16,595.30 
$19,305.76 

$13,776.18 
$24,210.36 
$41,570.52 
$49,701.90 
$57,833.28 

Increase $/Mo. 

$142.91 
$127.56 
$96.87 
$81.52 
$66.18 

$283.81 
$253.12 
$191.74 
$161.05 
$130.36 

$565.62 
$504.24 
$381.48 
$320.10 
$258.72 

$1,692.86 
$1,508.72 
$1,140.44 

$956.30 
$772.16 

Increase % 

13.69% 
6.61% 
2.84% 
1.99% 
1.38% 

13.86% 
6.63% 
2.83% 
1.97% 
1.37% 

13.95% 
6.64% 
2.83% 
1.97% 
1.36% 

14.01% 
6.65% 
2.82% 
1.96% 
1.35% 

' Present Rates Effective April 15.1999 
Test -year 2007 FOA: 

©present rates = 15.7740 0/kWh 
@ proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge; 
©present rates = 0.0% 
©proposed rates = 0.000% 



MECO-1821 
DOCKET NO. 2006-0387 
PAGE 7 OF 11 

MAUI ELECTRIC COMPANY, LTD. 
MOLOKAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE H: COMMERCIAL COOKING. HEATING. A/C. & REFRIGERATION SERVICES 

KW 

10 
10 
10 
10 

25 
25 
25 
25 

50 
50 
50 
50 

100 
100 
100 
100 

KWH 

1.000 
2.000 
3,000 
4.000 

2.500 
5,000 
7,500 
10,000 

5.000 
10.000 
15.000 
20,000 

10.000 
20.000 
30.000 
40.000 

KWH/KW 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

SINGLE PHASE 

Present $/Mo. 

$380.72 
$679,43 
$978.15 

$1,276.86 

$918.79 
$1,665.58 
$2,412.36 
$3,159.15 

$1,815.58 
$3,309.15 
$4,802.73 
$6,296.30 

$3,609.15 
$6,596.30 
$9,583.45 

$12,570.60 

Proposed $/Mo. 

$425.63 
$729.25 

$1,032.88 
$1,336.50 

$1,031.06 
$1,790.13 
$2,649.19 
$3,308.25 

$2,040.13 
$3,558.25 
$5,076.38 
$6,594.50 

$4,058.25 
$7,094.50 

$10,130,75 
$13,167.00 

Increase $/Mo. 

$44.91 
$49.82 
$54.73 
$59.64 

$112.27 
$124.55 
$136.83 
$149.10 

$224.55 
$249.10 
$273.65 
$298.20 

$449.10 
$496.20 
$547.30 
$596.40 

Increase % 

11.80% 
7.33% 
5.60% 
4.67% 

12.22% 
7.48% 
5.67% 
4.72% 

12.37% 
7.53% 
5.70% 
4.74% 

12.44% 
7.55% 
5.71% 
4.74% 

• Present Rates Effective April 15, 1999 
Test -year 2007 FOA: 

©present rates = 15.7740 0/kWh 
© proposed rates = 0.000 (l/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY. LTD. 
MOLOKAI DIVISION 

TEST YEAR; 2007. DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE H: COMMERCtAL COOKING. HEATING, A/C. & REFRIGERATION SERVICES 

KW 

10 
10 
10 
10 

25 
25 
25 
25 

50 
50 
50 
50 

100 
100 
100 
100 

KWH 

1.000 
2,000 
3.000 
4.000 

2.500 
5,000 
7,500 
10.000 

5.000 
10.000 
15,000 
20,000 

10.000 
20,000 
30,000 
40,000 

KWH/KW 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

100 
200 
300 
400 

THREE PHASE 

Present $/Mo. 

$386.72 
$685.43 
$984.15 

$1,282.86 

$924.79 
$1,671.58 
$2,418.36 
$3,165.15 

$1,821.58 
$3,315.15 
$4,808.73 
$6,302.30 

$3,615.15 
$6,602.30 
$9,589.45 

$12,576.60 

Proposed $/Mo. 

$431.63 
$735.25 

$1,038.88 
$1,342.50 

$1,037.06 
$1,796.13 
$2,555.19 
$3,314.25 

$2,046.13 
$3,564.25 
$5,082.38 
$6,600.50 

$4,064.25 
$7,100.50 

$10,136.75 
$13,173.00 

Increase $/Mo. 

$44.91 
$49.82 
$54.73 
$59.64 

$112.27 
$124.55 
$136.83 
$149.10 

$224.55 
$249.10 
$273.65 
$298.20 

$449.10 
$498.20 
$547.30 
$596.40 

Increase % 

11.61% 
7.27% 
5.56% 
4.65% 

12.14% 
7.45% 
5.66% 
4.71% 

12.33% 
7.51% 
5.69% 
4.73% 

12.42% 
7.55% 
5.71% 
4.74% 

• Present Rates Effective April 15, 1999 
Test -year 2007 FOA: 

©present rates = 15.7740 0/kWh 
@ proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUi ELECTRIC COMPANY. LTD. 
MOLOKAt DIVISION 

TEST YEAR: 2007. DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE P: LARGE POWER SERVICE 

KW 

300 
300 
300 
300 
300 

500 
500 
500 
500 
500 

1.500 
1.500 
1,500 
1.500 
1.500 

5.000 
5.000 
5,000 
5.000 
5.000 

10,000 
10,000 
10,000 
10.000 
10.000 

MWH 

60 
120 
150 
180 
210 

100 
200 
250 
300 
350 

300 
600 
750 
900 

1,050 

1,000 
2.000 
2,500 
3,000 
3.500 

2.000 
4,000 
5.000 
6.000 
7.000 

KWH/KW 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

200 
400 
500 
600 
700 

Present $/Mo. 

$20,865,16 
$38,895.36 
$45,766.95 
$52,638.54 
$59,510.13 

$34,725.30 
$64,775,60 
$76,228,25 
$87,680.90 
$99,133.55 

$103,875.90 
$194,026.80 
$228,364.75 
$262,742.70 
$297,100.65 

$345,903.00 
$646,406.00 
$760,932.50 
$875,459.00 
$989,985.50 

$691.656.00 
$1,292,662.00 
$1,521,715.00 
$1,750,768.00 
$1,979,821.00 

Proposed $/Mo. 

$22,771.38 
$40,907.76 
$47,832.45 
$54,757.14 
$61,681.83 

$37,902.30 
$68,129.60 
S79.670.75 
$91,211.90 

$102,753.05 

$112,556.90 
$203,238.80 
$237,862.25 
$272,485.70 
$307,109.15 

$373,848.00 
$676,121.00 
$791,532.50 
$906,944.00 

$1,022,355.50 

$747,121.00 
$1,351,667.00 
$1,582,490.00 
$1,813,313.00 
$2,044,136.00 

Increase $/Mo. 

$1,906.20 
$2,012.40 
$2,065.50 
$2,118.60 
$2,171.70 

$3,177.00 
$3,354.00 
$3,442.50 
$3,531.00 
$3,619.50 

$8,681.00 
$9,212.00 
$9,477.50 
$9,743.00 

$10,008.50 

$27,945.00 
$29,715.00 
$30,600.00 
$31.485.00 
$32,370.00 

$55,465.00 
$59,005.00 
$60,775.00 
$62,545.00 
$64,315.00 

Increase % 

9.14% 
5.17% 
4.51% 
4.02% 
3.65% 

9.15% 
5.18% 
4.52% 
4.03% 
3.65% 

8.36% 
4.75% 
4.15% 
3.71% 
3.37% 

8.08% 
4.60% 
4.02% 
3.60% 
3.27% 

8.02% 
4.56% 
3.99% 
3.57% 
3.25% 

* Present Rates Effective April 15,1999 
Test -year 2007 FOA; 

©present rates = 15.7740 ^/kWh 
@ proposed rates = 0,000 i/WJh 

Test - year 2007 Firm Capadty Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 

http://S79.670.75
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MAUI ELECTRIC COMPANY. LTD. 
MOLOKAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE N; CONTRACT OFF-PEAK AND INTERRUPTIBLE SERVICE 

KW 

25 
25 
25 
25 
25 

50 
50 
50 
50 
50 

100 
100 
100 
100 
100 

300 
300 
300 
300 
300 

KWH 

2.500 
5.000 
10,000 
12.500 
15,000 

5,000 
10,000 
20.000 
25.000 
30,000 

10.000 
20.000 
40,000 
50.000 
60,000 

30.000 
60,000 
120,000 
150.000 
180,000 

KWH/KW 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

100 
200 
400 
500 
600 

Present $/Mo. 

$690.13 
$1,262.75 
$2,408.00 
$2,980.63 
$3,553.25 

$1,305.25 
$2,450.50 
$4,741.00 
$5,886.25 
$7,031.50 

$2,535.50 
$4,826.00 
$9,407.00 

$11,697.50 
$13,988.00 

$7,456.50 
$14,328.00 
$28,071.00 
$34,942.50 
$41,814.00 

Proposed $/Mo. 

$739.56 
$1,316.62 
$2,470.73 
$3,047.79 
$3,624.85 

$1,404.12 
$2,558.23 
$4,866.46 
$6,020.58 
$7,174.69 

$2,733.23 
$5,041.46 
$9,657.92 

$11,966.15 
$14,274.38 

$8,049.69 
$14,974.38 
$28,823.76 
$35,748.45 
$42,673.14 

Increase $/Mo. 

$49.43 
$53.87 
$62.73 
$67.16 
$71.60 

$98.87 
$107.73 
$125.46 
$134.33 
$143.19 

$197.73 
$215.46 
$250.92 
$268.65 
$286.38 

$593.19 
$646.38 
$752.76 
$805.95 
$859.14 

Increase % 

7.16% 
4.27% 
2.61% 
2.25% 
2.01% 

7.57% 
4.40% 
2.65% 
2.28% 
2.04% 

7.80% 
4.46% 
2.67% 
2.30% 
2.05% 

7.96% 
4.51% 
2.68% 
2.31% 
2.05% 

* Present Rates Effective April 15, 1999 
Test -year 2007 FOA; 

©present rates = 15.7740 0/kWh 
@ proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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MAUI ELECTRIC COMPANY, LTD. 
MOLOKAI DIVISION 

TEST YEAR: 2007, DOCKET NO: 2006-0387 
BILL COMPARISONS UNDER 

PRESENT RATES & PROPOSED RATES 
SCHEDULE F: PUBLIC STREET LIGHTING. HIGHWAY LIGHTING. AND PARK AND PLAYGROUND LIGHTING 

KW 

1 
1 

5 
5 

10 
10 

25 
25 

50 
50 

100 
100 

KWH 

150 
340 

750 
1.700 

1.500 
3.400 

3,750 
8.500 

7.500 
17.000 

15.000 
34.000 

KWH/KW 

150 
340 

150 
340 

150 
340 

150 
340 

150 
340 

150 
340 

Present Rates 
$/Mo. 

$54.06 
$114.17 

$270.32 
$570.87 

$540.64 
$1,141.73 

$1,351.59 
$2,854.33 

$2,703.19 
$5,708.66 

$5,406.38 
$11,417.31 

Proposed 
Rates $/Mo. 

$56.88 
$120.56 

$284.41 
$602.81 

$568.82 
$1,205.62 

$1,422.06 
$3,014.04 

$2,844.11 
$6,028.09 

$5,688.23 
$12,056.17 

Increase 
$/Mo. 

$2.82 
$6.39 

$14.09 
$31.94 

$28.18 
$63.89 

$70.46 
$159.72 

$140.93 
$319.43 

$281.85 
$638.86 

Increase 

{%) 

5.21% 
5.60% 

5.21% 
5.60% 

5.21% 
5.60% 

5.21% 
5.60% 

5.21% 
5.60% 

5.21% 
5.60% 

* Present Rates Effective April 15, 1999 
Test -year 2007 FOA; 

©present rates = 15.7740 0/kWh 
© proposed rates = 0.000 0/kWh 

Test - year 2007 Firm Capacity Surcharge: 
©present rates = 0.0% 
©proposed rates = 0.000% 
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1 INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. My name is Alan K.C. Hee and my business address is 220 South King Street, 

4 Honolulu, Hawaii. 

5 Q. By whom are you employed and in what capacity? 

6 A. I am the Manager of Hawaiian Electric Company, Inc.'s Energy Services 

7 Department ("ESD"). 

8 Q. What is your educational background and professional experience? 

9 A. My experience and educational background are listed in HECO-1900. 

10 Q. What is your area of responsibility in this testimony? 

11 A. I will address: 

12 • The Maui Electric Company, Limited ("MECO" or "Company") Energy 

13 Cost Adjustment Clause ("ECAC"). 

14 • Whether MECO's ECAC complies with the requiremenis of Act 162. 

15 • Whether the commission should adopt, modify, or decline to adopt in 

16 whole or in part, the standards for lime-based metering and 

17 communications articulated in section 11 l(d)(14) of the Public Utility 

18 Regulatory Policies Act of 1978 ("PURPA"), as amended by the Energy 

19 Policy Act of 2005 ("EPACT") (16 U.S.C. § 2621(d)(14)). 

20 

21 ENERGY COST ADJUSTMENT CLAUSE 

22 Q What are the test year Energy Cost Adjustment ("ECA") factors at present and 

23 proposed rates for each of MECO's divisions? 

24 A. The test year ECA factors al present rates and proposed rates, as shown on 

25 MECO-1901 are as follows; 
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1 1) For the Maui Division, the ECA factor is 13.954 0/kWh at present rates, and 

2 0.000 0/kWh at proposed rates; 

3 2) For the Lanai Division, the ECA factor is 13.913 0/kWh al present rales, and 

4 0.000 0/kWh at proposed rates; 

5 3) For the Molokai Division, the ECA factor is 15.774 0/kWh at present rates, 

6 and 0.000 ^/kWh al proposed rates. 

7 Q. What is the Energy Cosl Adjustment Clause ("ECAC")? 

8 A. The ECAC is an automatic adjustment provision in the utility's rate schedules that 

9 allows the utility to automatically increase or decrease charges to reflect the 

10 change in the Company's energy costs of fuel and purchased energy above or 

11 below the levels included in the base charges without a rate proceeding. The 

12 Company's current base fuel energy charges and fixed efficiency factor embedded 

13 in the base charges, shown in MECO-1902, were established in MECO'S 1999 

14 Test Year rate case, Docket No. 97-0346. 

15 Q. What is the purpose of the ECAC? 

16 A. The purpose of the ECAC is (1) to address price changes in the Company's cosl of 

17 fuel and purchased energy and (2) to accommodate changes to the actual mix of 

18 generalion, DG (distributed generalion) and purchased energy resources, without 

19 the need for a rale case. 

20 Q. How does the ECAC work? 

21 A. A rate case proceeding determines the base electricity rates in which are 

22 embedded test year levels of fuel prices, payment rales for purchased energy and a 

23 lesl year resource mix. The ECAC mechanism, expressed in cents per kilowatl-

24 hour, allows the Company to recover from, or return to, cuslomers costs due to 

25 subsequent changes in (1) fuel and purchased energy costs, (2) the resource mix 
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1 between utility-owned generalion, utility-DG and purchased energy, (3) the 

2 resource mix among the utility plants, and (4) the resource mix among purchased 

3 energy producers. Prior rate case proceedings established a fixed efficiency 

4 factor, or sales heat rate, for the utility central station generalion lo encourage 

5 efficient operation of the system units. An ECA Factor, which sets the rate 

6 adjusiment that reflects these changes for the coming month, is filed with the 

7 Commission monthly. 

8 Q. How much revenue has been collected/returned through MECO's ECAC on a 

9 historical basis? 

10 A. Since 1984 annual revenues have varied between a retum to customers of 

11 $24,000,000 in 1988, to a collection from customers of $161,000,000 in 2006, as 

12 shown in MECO-1903. The amounl of revenue recovered or retumed through the 

13 ECAC is a function of the actual costs and resource mix percentages for generated 

14 and purchased energy, the costs embedded in base rates and the fixed efficiency 

15 factor of MECO's generation units embedded in base charges. 

16 Q. Whal cosls are currently passed through the ECAC? 

17 A. The Company's fuel oil and fuel related costs in the Generation Component and 

18 purchased energy cosl in the Purchased Energy Component pass through the 

19 ECAC. In the generation component, the industrial and diesel fuel oil costs, 

20 discussed by Mr. Sakuda (MECO-T-4) passes through the ECAC. Fuel related 

21 cosis that pass through the ECAC at present rates are the inspection cost (referred 

22 lo as Petrospecl expense) and ocean cargo insurance cost. In the purchased energy 

23 component, only paymenls for purchased energy are passed through the ECAC. 

24 Q. Are costs being passed through the ECAC at presenl rales the same as the costs 

25 being passed through the ECAC at proposed rales? 
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1 A. No. At proposed rates, the Company is proposing to pass through the ECAC the 

2 additive cosis and Hana's DG fuel costs that are discussed in Mr. Sakuda's 

3 testimony (HECO-T-4). These costs are not currently being passed through the 

4 ECAC. In the near fulure, MECO will request Commission approval of a fuel 

5 supply contract with Maui Oil Company, Inc. for Hana's DG fuel, and lo include 

6 the fuel contract costs in MECO's ECAC. 

7 Q. VvTiy does the Company need the ECAC? 

8 A. The Company needs the ECAC because fuel cosls are a large portion of its 

9 expenses and because fuel price levels are largely beyond the Company's control. 

10 In the test year, fuel and purchased energy expenses make up approximately 

11 8182% of total Oi&M expenses. This makes the Company's financial condition 

12 very sensitive to changes in fuel prices. The ECAC benefits the Company and its 

13 shareholders by; 

14 • Limiting the swings in cash flow and eamings, 

15 • Reducing the cost of capital, 

16 • Improving the Company's ability to earn a fair retum on investor 

17 capital, and; 

18 • Providing more timely recovery of fuel and purchased energy costs. 

19 Q. How does the ECAC benefit customers? 

20 A. The ECAC benefits customers by; 

21 • Reducing the Company's financial risk and lowering the cost of capilal. The 

22 resulting savings are passed on lo our cuslomers through lower base rates in 

23 rate proceedings such as this one. 
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1 • Passing through to customers, the savings incurred when fuel prices fall 

2 below the prices embedded in base rates, to the same extent that they will 

3 incur additional costs when fuel prices are above the embedded fuel prices. 

4 Q. What other benefits does the ECAC have? 

5 A. Since the ECAC is an automatic clause it allows the Commission time to 

6 concentrate on other key, substantive strategic issues. 

7 Q. How is the ECA factor computed at presenl rates? 

8 A. The calculation of the ECA factor at present rales has two base composite cost 

9 components, the generation component and the purchased energy component. 

10 The ECA factor is equal to the difference between test year energy cosis and base 

11 composite cosis of the generation and purchased energy component that were 

12 established in the last rate case. The fixed efficiency factor for the central station 

13 generalion is also established in the last rate case. Computation of the ECA factor 

14 at presenl rates is similar to the monthly factor compulation filed with the 

15 Commission, as shown in MECO-1904. 

16 Maui Division 

17 Q. What are the Maui Division ECA factors at present and proposed rates? 

18 A. The Maui Division ECA factors at present and proposed rates are 13.954 0/kwh 

19 and 0.000 0/kwh, respectively, as shown in MECO-1901. 

20 Q. Why is there a difference between the composite cost of generation at present 

21 rates and proposed rates for Maui Division, as shown on MECO-1905? 

22 A. At proposed rales, the Company is proposing to pass through the ECAC, the fuel 

23 additive costs for the Kahului units. In addition, costs of Hana DG fuel are 

24 currently nol being passed through the ECAC at present rates. In effect, the 

25 current ECAC treats Hana DG fuel as having no cost. As noted below, at 
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1 proposed rates the DG fuel and trucking costs will be included in the ECAC under 

2 a new DG energy component. The removal of the Hana DG fuel at zero cost from 

3 the composite cost of generation at present rates also leads to an increase in the 

4 test year estimate of the composite cost of generalion at proposed rates. 

5 Q. How is the ECA factor computed at proposed rates? 

6 A. The proposed calculation of the ECA factor consists of three base composite cosl 

7 components, the central station generation component, the DG energy component 

8 and the purchased energy component, as shown in MECO-1906. 

9 Q. Why are the ECA factors different at present and proposed rates? 

10 A. There are two reasons for the difference. First, the base central station fuel cost, 

11 base DG energy cost and base purchased energy cost at proposed rates have been 

12 changed to reflect the lesl year composite cosls for cenlral station fuel, DG energy 

13 and purchased energy. Second, the fixed fuel efficiency factor (sales heat rale) 

14 used to calculate the base central station generation component cost at proposed 

15 rates has been revised to reflect the test year fuel efficiency. The calculation of 

16 the ECA factor at present rates uses the base composite cosis for fuel and 

17 purchased energy and the fuel efficiency factor established in the MECO's 1999 

18 Test Year rate case. Docket No. 97-0346, 

19 Q. Why is the Company proposing to include the DG component? 

20 A. The Company is proposing lo include the DG component in ils proposed rates to 

21 allow the Company to recover the fuel, transportation cosis, and related revenue 

22 taxes, incurred under the utility's DG agreements to the extent that the costs are 

23 not recovered in the Company's base charges. The DG component is the same 

24 DG component proposed in Docket 2006-0386, HECO's 2007 Test Year Rate 

25 Case. 



MECO T-19 
DOCKET NO. 2006-0387 
PAGE 7 OF 25 

1 Q. If the Company's DG installations are utility-owned generators why are they 

2 treated differently from the Company's olher utility-owned generators? 

3 A. DG units are generally more efficient than other Company-owned generating units 

4 and would tend to improve system efficiency and lower the system heat rate. As 

5 more utility DG units are installed, the system heat rate will continue to improve. 

6 Separating the Company's DG generalion from the Company's other utility-

7 owned generation in the ECA factor calculation will allow the benefils of DG 

8 units' improved efficiency to pass through the ECAC to MECO's customers. If 

9 the utility-owned DG generation were included with the Company's other utility 

10 owned generation, the resulting efficiency factor would be fixed in base rates. 

11 However, as the number of DG units increase over time, the actual system heat 

12 rale would improve. With the DG generation included in the fixed efficiency 

13 factor, the heat rate improvements would not be passed through to the cuslomers. 

14 Q. How does the DG component allow ratepayers to benefit from the improved 

15 efficiency resulting from the installation of utility-owned DG? 

16 A. The DG component would recover DG fuel and transportation costs at actual 

17 expense levels and would not be subject to the fixed efficiency factor. Thus, to 

18 the extent that the DG unit heat rales are belter than the fixed efficiency factor, the 

19 actual DG efficiency will pass through the ECAC. 

20 Q. Why is the Company proposing a weighted efficiency factor in its central station 

21 generation component? 

22 A. The Company is proposing to include a weighted efficiency factor in its proposed 

23 ECAC calculations, in the same manner as was introduced in Docket No. 05-

24 0315, Hawaii Eleciric Light Company, Inc. (HELCO) 2006 Test Year Rate Case 

25 and also in Docket No. 2006-0386, HECO's 2007 Test Year Rate Case. The 
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1 dockets are on-going before the Commission. The proposed weighted efficiency 

2 factor addresses the diversity of fuel bumed in MECO's central station generating 

3 units and is used in the calculation of the weighted composite cenlral station and 

4 other generation cosi. 

5 Q. How is the weighted efficiency factor determined? 

6 A. The fixed efficiency factors for industrial and diesel generating units, as shown in 

7 MECO-1907, are determined from the production simulation as discussed in Mr. 

8 Sakuda's testimony. The efficiency factor of each generating unit type is 

9 weighted by the mWh contribution of each lype to the lotal central station mWh 

10 generation. At HELCO, a third efficiency factor was derived for company-owned 

11 renewable generafing units (wind and hydro at HELCO). While MECO does not 

12 own any renewable generating units, the third "olher" efficiency factor has been 

13 derived and included in MECO's proposed ECA clause for consistency. 

14 Q. How will the weighted efficiency factor work in the monthly ECAC calculations? 

15 A. The actual mWh contribution of each type to the lotal central station will be 

16 incorporated in determining the weighted efficiency factor. Thus, the weighted 

17 efficiency factor is a function of the actual mix percentages of cenlral station fuel 

18 type generation and is not fixed. The weighted central station composite cost is 

19 determined by multiplying the composite cosl of generation by the weighted 

20 efficiency factor. The efficiency factor used to calculate the weighted base cenlral 

21 station and other generation cost, however, remains fixed. An illustration of the 

22 proposed weighted composite generafion cost in the ECAC calculations 

23 mechanism is shown on MECO-1908. 

24 Lanai Division 

25 Q. What are the Lanai Division ECA factors at present and proposed rates? 
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1 A. The Lanai Division ECA factors at present and proposed rates are 13.913 0/kwh 

2 and 0.000 0/kwh, respectively, as shown in MECO-1901. Computafion of the 

3 ECA factors at present rates and proposed rales are shown in MECO-1909 and 

4 1910, respectively. 

5 Q. When the CHP unit at Manele Bay is placed in-service (assuming it is approved 

6 by the Commission) will the associated fuel expenses be recovered through 

7 Lanai's DG component? 

8 A. Yes. In Dockel No. 2006-0186, MECO requested approval to include the fuel 

9 expenses associated with the Manele Bay generating unit in the ECAC (lo the 

10 extent that such costs are nol included in MECO's base rates), which does not 

11 have a DG component. Should MECO's ECAC for Lanai Division be approved 

12 in this proceeding, the fuel expenses associated with the Manele Bay unit will be 

13 included in the proposed DG component. 

14 Molokai Division 

15 Q. What are the Molokai Division ECA factors at present and proposed rates? 

16 A. The Molokai Division ECA factors at present and proposed rates are 15.774 

17 0/kwh and 0.000 0/kwh, respectively, as shown in MECO-1901. Computation of 

18 the ECA factors at present rates and proposed rates are shown in MECO-1911 and 

19 1912, respectively. 

20 Q. Does MECO have any DG units on Molokai or is MECO planning to install any 

21 DG units on Molokai, during the test year? 

22 A. No. 

23 Q. What is the reason that MECO is proposing to include a DG component in 

24 Molokai's ECAC? 
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1 A. MECO is proposing to include a DG component for two reasons; 1) to be 

2 consistent with the HELCO and HECO ECAC proposals made in Dockel Nos. 05-

3 0315 and 2006-0386, respectively, and with the other two division of MECO, and 

4 2) to facilitate the addition of utility-owned DG on Molokai, should it occur in the 

5 fulure. 

6 Avoided Energv Cost Rates and Schedule O 

7 Q. How are the avoided energy cost rates and Schedule Q rales for Qualifying 

8 Facilities less than 100 kW determined? 

9 A. The Company currently uses the proxy method in its calculations of the avoided 

10 cost rates and Schedule Q rales. The calculations are a function of the composite 

11 fuel cosls and certain proxy heat rates, as shown in MECO-WP-1906, pages 8 and 

12 9. The composite fuel costs include the fuel, transportafion costs and fuel related 

13 costs for all Company-owned generalion. 

14 Pending before the Commission is Docket No. 7310, in which the parties to 

15 the proceeding are in agreement that the proxy method should be replaced by the 

16 QF In/QF Out method for the Maui Division. However, the proxy method for the 

17 Lanai and Molokai Divisions will continue to be used. Upon the issuance of a 

18 Commission decision and order in that proceeding, MECO will comply with the 

19 Commission's mling included in the decision and order. 

20 Q. Are the calculations of avoided energy cost and Schedule Q modified due to the 

21 inclusion of the DG component in the ECAC? 

22 A. Yes. The avoided energy cost rates and Schedule Q payment rate incorporate the 

23 DG component in the composite fuel cost. 

24 Q. What modifications were made to the calculafions of avoided energy cost and 

25 Schedule Q? 
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1 A. The composite fuel cosl of total generation is a weighted composite cosl, based 

2 on the central station energy component and the Company-owned DG energy 

3 component, as shown in MECO-WP-1906, page 7. 

4 Q. Avoided cosls for on-peak and off-peak and schedule Q rates are used to 

5 determine the energy expense for as-available IPPs. Why are the test year 

6 estimates of avoided cost and schedule Q rates the same for both presenl rates and 

7 proposed rales? 

8 A. The avoided costs and schedule Q rates at proposed rates were used in the present 

9 rates calculations in order to keep fuel prices consistent in the deiermination of the 

10 ECA factors at present rates and proposed rates. 

11 Act 162 

12 Q. On June 2, 2006, the Govemor of Hawaii signed into law Act 162, which amends 

13 Section 269-16 of the Hawaii Revised Statutes. How does Act 162 affect the 

14 ECAC? 

15 A. Act 162, in pari, states the following: 
16 
17 Any automatic fuel rate adjustment clause requested by a public utility 
18 in an applicafion filed with the commission shall be designed, as 
19 deiermined in the commission's discretion, lo: 
20 (1) Fairly share the risk of fuel cost changes between the public utility 
21 and its customers; 
22 (2) Provide the public utility with sufficient incentive to reasonably 
23 manage or lower it fuel costs and encourage greater use of 
24 renewable energy; 
25 (3) Allow the public utility to mitigate the risk of sudden or frequent 
26 fuel cost changes that cannot otherwise reasonably be mitigated 
27 through other commercially available means, such as through fuel 
28 hedging contracts; 
29 (4) Preserve, to the extent reasonably possible, the public ufiliiy's 
30 financial integrity; and 
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1 (5) Minimize, to the extent reasonably possible, the public utility's 
2 need to apply for frequent applications for general rate increases 
3 lo account for the changes to its fuel costs. 

4 Q. How has the Company approached the issue of whether MECO's ECAC complies 

5 with Act 162? 

6 A. The Company has selected a highly qualified consultant. National Economic 

7 Research Associates, Inc. ("NERA"), to provide assistance in evaluating the 

8 extent to which HECO, HELCO and MECO ("the Companies") currently comply 

9 with the requirements of Act 162. The consullanl's final reporl was received on 

10 December 28, 2006 and was submitted to the Commission on December 29, 2006 

11 in Docket No. 2006-0386, HECO's Test Year 2007 rate case. 

12 Further, in HELCO ST-23, Docket No. 05-0315 (HELCO's 2006 Test Year 

13 rate case). Dr. Jeff Makholm, Senior Vice President of NERA, explains the role of 

14 fuel adjustment clauses in utility ratemaking in the United States and analyzes 

15 whether the Companies' ECAC complies with Act 162. In HELCO ST-24 of the 

16 same docket, Mr. Eugene Meehan, also a Senior Vice President at NERA, 

17 discusses the possibility of the Companies engaging in fuel price hedging and 

18 assesses the potential impact of fuel price hedging on the Companies, their 

19 customers, and the regulatory ratemaking process. The consultant's final report 

20 filed on December 29, 2006 in Docket No. 2006-0386, and the testimonies of Dr. 

21 Makholm (HELCO ST-23) and Mr. Meehan (HELCO ST-24) filed in Docket 

22 No. 05-0315 are incorporated herein by reference. 

23 In MECO T-17, Ms. Tayne Sekimura explains the impact that potential 

24 changes to the ECAC could have on investors. 

25 Q. How does MECO's ECAC compare with fuel adjustment clauses ("FACs") in 

26 other states? 
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1 A. According to Dr. Makholm, "FACs are prevalent throughout the U.S. Of the 32 

2 traditionally regulated slates, only Utah and Vermont lack FACs. Furthermore, 

3 the "ECAC compares well to the FACs that are used in traditionally-regulated 

4 jurisdictions in the U.S. Nearly all traditionally regulated and most restmclured 

5 states have some similar mechanism for power cost recovery with complete fuel 

6 cost recovery." "Like the ECAC, most (about 22) of the 30 iradiuonaliy regulated 

7 Slates with fuel clauses have some form of tme-up mechanism to reconcile actual 

8 and forecasted cost recovery." 

9 Q. Act 162 requires the design of the ECAC to consider a number of factors 

10 including fuel price risk sharing between the Company and its ratepayers. What is 

11 MECO's position on the appropriate level of fuel price risk sharing in the ECAC? 

12 A. It is MECO's position that the current level of ECAC fuel price risk sharing is 

13 appropriate, and that no change is necessary to the currenl ECAC risk sharing 

14 approach. 

15 The ECAC does not necessarily pass 100% of any change in fuel expenses 

16 to ratepayers. MECO's ability to recover its fuel expenses is subject to an 

17 efficiency factor, which measures how efficiently MECO converts fuel energy 

18 inlo electrical energy. If MECO cannot meet the efficiency factor embedded in 

19 the ECAC, il recovers only a portion of its fuel expenses. Thus, MECO is already 

20 at risk for the non-recovery of some portion of fuel expense and this risk profile is 

21 inherent in the currently employed ECAC mechanism. 

22 The risk associated with meeting the efficiency factor is one that MECO can 

23 address through the overhaul and maintenance of its generating units and unit 

24 commitment schedule among others. Thus, il is reasonable for the Commission to 
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1 hold the Company responsible for not meeting the efficiency standard and for ils 

2 fuel expenses to be subject to the risk of non-recovery as a result. 

3 However, fuel prices are subject lo market forces and geopolitical events 

4 that MECO cannot control. A risk sharing mechanism which penalizes the 

5 Company because prices increase above an expected base price, even one which 

6 provides a symmetric positive inceniive when prices are below the base, holds the 

7 Company financially responsible for events beyond ils control. Such a risk 

8 sharing mechanism would place the Company in an untenable financial posifion, 

9 for which it is not compensated. 

10 Therefore, MECO maintains that the currenl level of ECAC risk sharing is 

11 appropriate, and that no change is necessary to the currenl ECAC risk sharing 

12 approach. 

13 Q. Did NERA consider the use of fuel price hedging as a method to mitigate the risk 

14 of sudden or frequent fuel cost changes? 

15 A. Yes, it did. In HELCO ST-24, Mr. Meehan concluded that: 

16 1) Even if rate smoothing is a desired goal, there may be more effective means 

17 of meeting the goal. 

18 2) While [MECO] could partially hedge against oil price risk for periods of just 

19 over a year into the future, there would be considerable cosis to doing so. 

20 3) Were [MECO] to hedge, it would at best be able to partially hedge as there 

21 are considerable differences in price fluctuations between the hedges 

22 [MECO] could readily purchase and the cost of the oil it bums. 

23 4) Were [MECO] to hedge, it would encounter periods during which it 

24 experienced gains on ils hedges and olher periods during which it 

25 experienced losses. 
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1 5) Hedging of oil by [ MECO] would not be expected lo reduce fuel and 

2 purchased power costs and, in fact, would be expected to increase the level 

3 of such costs. 

4 6) It would not be reasonable for [MECO] to take the position of a principal 

5 and speculate in the oil market with shareholders assuming the risk of oil 

6 derivative gains and losses. 

7 Q. Does MECO have plans to explore ways to mitigate the impact of fuel price 

8 volatility on cuslomers? 

9 A. Dr. Makholm in Docket No. 05-0315 has identified two rate smoothing 

10 altematives, budget billing and fixed rate billing. MECO will explore these two 

11 concept alternatives to determine if they are appropriate for implementation at 

12 MECO. 

13 

14 ENERGY POLICY ACT OF 2005 

15 Q. How does EPACT 2005 define "time-based rate schedule"? 

16 A. As defined by the EPACT 2005, a lime-based rale schedule is a "schedule under 

17 which the rate charged by the electric utility varies during different time periods 

18 and reflects the variance, if any, in the utility's cost of generating and purchasing 

19 electricity at the wholesale level." The federal standard lists three types of time-

20 based rate schedules that may be offered, among others: 

21 1) Time-of-use pricing whereby electricity prices are set for a specific time 

22 period on an advance or forward basis, typically not changing more often 

23 than twice a year, based on the utility's cosl of generating and/or purchasinj 

24 such electricity at the wholesale level for the benefit of the consumer. 

25 Prices paid for energy consumed during these periods shall be pre-
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1 established and known to consumers in advance of such consumption, 

2 allowing them to vary their demand and usage in response to such prices 

3 and manage their energy costs by shifting usage to a lower cost period or 

4 reducing their consumption overall. 

5 2) Critical peak pricing whereby time-of-use prices are in effect except for 

6 cenain peak days, when prices may refleci the cosls of generating and/or 

7 purchasing electricity at the wholesale level and when consumers may 

8 receive additional discounts for reducing peak period energy consumption. 

9 3) Real-lime pricing whereby electricity prices are set for a specific time 

10 period on an advance or forward basis, reflecting the utility's cost of 

11 generating and/or purchasing electricity at the wholesale level, and may 

12 change as oflen as hourly. 

13 The fourth definition in the federal standards is credits for consumers with 

14 large loads who enter into pre-established peak load reduction agreements that 

15 reduce a utility's planned capacity obligations. This is more of a load 

16 managemeni concept, than a time-based rate schedule. 

17 Q. What does EPACT 2005 require with respect to lime-based rates? 

18 A. EPACT 2005 requires that each State regulatory authority conduct an 

19 investigation and issue a decision as to whether it is appropriate to implement the 

20 following standards: 

21 1) Each electric utility shall offer each of ils customer classes, and provide 

22 individual customers upon customer request, a time-based rate schedule. 

23 The time-based rate schedule shall enable the electric consumer to manage 

24 energy use and cost through advanced metering and communications 

25 technology. 
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1 2) Each eleciric utility shall provide each customer requesting a time-based 

2 rate with a time-based meter capable of enabling the utility and customer to 

3 offer and receive such rate. 

4 Q. What are the intended benefits of time-based rates? 

5 A. Time-based rales, if designed properly, are intended to provide price signals to 

6 consumers on the time-based rate schedule, so they can make decisions on when 

7 or whether to use electricity. With this pricing information, the consumer can 

8 then choose between consuming electricity now or deferring consumption to 

9 another, less costly, time period. Intended benefils of time-based rates may 

10 include reduced peak load demand, reduced total demand, increased reliability, 

11 more efficient use of currenl capacity, and lower consumer bills. For example, 

12 resulting reductions in peak demand may permit more expensive generators to mn 

13 less often, and may also reduce the need for the addition of peaking capacity. 

14 Deferring consumption also can improve reliability by reducing the load on 

15 existing generators and purchased power providers. These benefits are only 

16 realized, however, if consumers significantly reduce their demand in response to 

17 price signals. Also, analysis and/or market tests may be used to delermine if these 

18 benefils can be attained in a more cost effective manner using altemative means. 

19 Q. If the rale design proposals in this proceeding are approved by the Commission 

20 would MECO comply with the first standard? 

21 A. Generally, yes. MECO's rate proposals in this proceeding will provide a time-of-

22 use rate schedule opiion for each of its cuslomer classes (except for Schedule F -

23 Street Light Service customers, which do not have significant flexibility to shift 

24 load). Should all of the proposed voluntary time-based rales be approved, the 

25 portfolio of time-of-use rates will include: 
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1 Time-Based Rate Applicable Customer Class 

2 1) TOU-R, Residential Time-of-Use Service Sch. R & E 

3 2) TOU-G, Small Commercial Time-of-Use Service Sch. G, H 

4 3) TOU-J, Commercial Time-of-Use Service Sch. J, K 

5 4) TOU-P, Large Power Time-of-Use Service Sch. P 

6 5) Rider M, Off-Peak and Curtailable Service Sch. J, P 

7 6) Rider T, Time-of-Day Rider Sch. J, P 

8 As Mr. Peter Young also stales in MECO T-18, MECO "proposes to 

9 manage participation in these optional rales while collecting data for future lime-

10 of-use rate design offerings by setting a limit on the number of meters that can 

11 participate in each optional rate schedule. The meter limit facilitates effective 

12 implementation of these rate options since the current billing system cannot bill 

13 time-of-use rates automatically, should the Company's new Customer Information 

14 Syslem ("CIS") not be in place by the time these proposed rales are approved. In 

15 addition, the Company has not estimated any revenue adjustment for customer 

16 participation in these time-of-use rale opfions, so the meter limit helps lo mitigate 

17 any negative revenue impact that the Company might experience in implementing 

18 these rale options." 

19 In addifion, in order to enable the customer to manage his energy use, each 

20 customer on a TOU rale schedule will be provided with a time-of-use meter so 

21 that the appropriate period pricing can be accurately billed on a monthly basis. 

22 Q. Is MECO investigating new metering technology? 

23 A. Yes. Even though MECO proposes to implement fime-of-use rate opiions with 

24 existing metering technology, its affiliate company, HECO, continues to 

25 proactively investigate Advanced Metering Infrastmcture ("AMI") solufions. For 
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1 example, in October 2006, HECO agreed to partner with Sensus Metering 

2 Systems to field test the FlexNet system, which is a full two-way fixed network 

3 AMI system that delivers interval meter data. The FlexNet system can facilitate 

4 time-of-use pricing options, as well as transmit meter status information. This 

5 pilot program will include approximately 500 Sensus "smart" meters in the 

6 Honolulu area. MECO may benefit from the work being pursued by HECO, 

7 should AMI prove to be appropriate for metering purposes. 

8 Q. Does MECO currently comply with the second standard? 

9 A. Yes. For each parlicipanl in its existing or proposed time-of-use rate options, 

10 MECO provides or will provide a time-of-use meter to record and properly reflect 

11 period pricing. 

12 Q. Does MECO offer olher rale options that take into accouni the lime at which 

13 energy is used by the customer? 

14 A. Yes. Mr. Peter Young explains some of these rate opiions in MECO T-18. For 

15 example, Rider M is an optional off-peak and curtailable service applicable to 

16 Schedule J cuslomers with loads greater than 100 kW, and to customers served 

17 under Schedule P, with loads greater than 300 kW. Rider M provides load 

18 management incenfives lo customers by modifying the determination of the bilHng 

19 demand under Schedule J or Schedule P. It offers Iwo load managemeni service 

20 options: Opiion A - Off-Peak Service, and Opiion B - Curtailable Service. 

21 Q. Does MECO plan to offer any of the olher types of time-based options? 

22 A. Yes. MECO has included a commercial & industrial load management program 

23 and a residential load management program in its IRP-3 final preferred plan. The 

24 commercial & industrial load management program would provide credits for 

25 customers with large loads who enter into pre-established peak load reduction 
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1 agreements. The residential load management program would provide credits to 

2 residential customers who agree to allow MECO to control their electric water 

3 heaters or air conditioners. Under the proposed load management programs, 

4 MECO would pay incentives to cuslomers (which can be a credit to the 

5 customers' bills) who install a load control receiver on selected electrical loads. 

6 In the execution of ils five-year IRP Action Plan lo be filed with the Commission 

7 MECO will re-evaluate the cost-effectiveness of the load management programs 

8 before deciding on the size of any such programs and the scheduling of their 

9 implementafion. 

10 Q. What is the status of critical peak pricing and real-time pricing, the olher two 

11 examples of lime-based rales included in EPACT 2005? 

12 A. Each type of time-based rale is different and may not work the same for all 

13 consumer sectors. Most of the benefils of lime-based rates will be realized only if 

14 consumers respond to price signals and can and do change their consumption 

15 pattems. As a result, it is important to understand what types of consumers are 

16 present in the market. If load is made up of consumers that are willing and able to 

17 adjust their load, then there is more potential than with unresponsive load. This 

18 means that sector composition (percent residential vs. percent commercial vs. 

19 percent industrial, etc), the willingness of each sector to accept price risk, and the 

20 level of risk they are willing to accept, will determine the price responsiveness 

21 overall. Residential consumers may have a preference for lower risk. Large 

22 commercial and industrial consumers may be more responsive to dynamic prices. 

23 Large industrial consumers, which are not generally presenl on the MECO system, 

24 may have more options to curtail load and may also have the benefit of on-site 

25 generalion. Thus, lime-based rates may only be appropriate for certain consumer 
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1 sectors or utilities in some locations and the end decision may be that time-based 

2 rates are appropriate for some sectors or utilities but not for others. 

3 MECO understands that critical peak pricing and real-time pricing rate 

4 levels on the mainland are based, in part, on market prices for electricity. 

5 However, because MECO lacks access to a wholesale market (i.e., MECO 

6 operates stand alone systems on the islands of Maui, Lanai, and Molokai), a 

7 pricing signal to drive critical peak pricing and real-lime pricing is not available to 

8 the Company. Thus, it is unclear al what levels MECO's critical peak pncing or 

9 real-time pricing rates would be set In addition, since MECO has proposed lime-

10 of-use rates for its customer classes in this rale proceeding, it would be pmdent to 

11 evaluate its customers' response to those rates before moving to rales that are 

12 more complicated for customers to understand. Therefore, the Company is not 

13 proposing crifical peak and real-time pricing at this time. 

14 Q. What is MECO's recommendation regarding the time-based metering and 

15 communications standards included in the Energy Policy Act of 2005? 

16 A. MECO recommends that the Commission's adoption of the standards articulated 

17 the Energy Policy Act of 2005 is not necessary because; 

18 1) The Company will comply with the standard regarding the offer of time-

19 based rates once the proposed rate design is approved. 

20 2) MECO's affiliate company, HECO, is already proactively investigating 

21 advanced metering and telecommunications infrastmcture ("AMI") 

22 solutions that will enhance the ability of the consumer to manage his energy 

23 use and cosl. These solutions may prove to be beneficial to MECO as well. 

24 Q. Since MECO generally is in compliance with the standard, does that mean that the 

25 Commission should adopt the standard? 
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1 A. No. Firsl, as stated above, adoption of the standard is unnecessary. In addition, 

2 adoption of the standard could have unintended consequences. For example, the 

3 standard could be construed to require that street light customers be offered a 

4 time-of-use opfion, or that there be no initial limit on the number of meters that 

5 can initially participate. 

6 In general, one size fits all federal standards are not the optimal method to 

7 achieve objectives such as equitable rales for electricity consumers. The purpose 

8 underlying PURPA can be met without adopfing the time-based metering and 

9 communications standards. The stated purposes of the PURPA Title 1 standards, 

10 as enunciated in 1978, are to encourage (I) conservation of energy supplied by 

11 electric utilities, (2) optimal efficiency of electric utility facilities and resources, 

12 and (3) equitable rates for electric consumers. The Conference Commillee Report 

13 that accompanied the passage of PURPA in 1978 explained further that the first 

14 purpose of the Title was to foster conservafion by end-users of electricity. The 

15 second purpose was directed at utilities and their use of energy and their facilities, 

16 including capital resources, and intended this to include "conserving scarce energy 

17 resources by techniques of rate reform which substitute the use of more plentiful 

18 resources produced in the United Stales in lieu of less plentiful resources, 

19 especially those imported into this Country." Joint Explanatory Statement of the 

20 Committee of Conference. Conference Committee Report accompanying Public 

21 Law 95-61 7 (PURPA), 1978, p. 69. Nothing further was added to the third 

22 purpose beyond whal was said in the statute, that is, that il was intended to 

23 encourage equitable rales for consumers. This standard is closely lied to the first 

24 two stated purposes of PURPA, to (1) encourage conservation of energy supplied 
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1 by electric utilities and (2) optimize the efficiency of eleciric utility facilities and 

2 resources. 

3 PURPA did not take the primary responsibility over electric utility rates 

4 from the states. The Title 1 standards impose certain obligations on slate 

5 regulatory commissions and give certain rights to persons to go before state 

6 regulatory commissions and state courts. However, under PURPA and its 

7 amendmenis, states retain primary responsibility with respect to retail electric 

8 rates. PURPA and the three purposes are intended to supplement state law, but do 

9 nol override stale law. Conference Committee Report, pp. 70-71. Also, states 

10 may consider other purposes as well that are not specified by PURPA. Slate 

11 commissions are not required lo lake actions that conflict with state law. The 

12 intention was to preserve the discretion of slate commissions that is provided by 

13 state law - except to the extent that Title I imposes procedural requirements, such 

14 as requirements to hold hearings and consider and make a determinafion. 

15 Conference Committee Report, p. 71. 

16 Seclion 269-16 of the Hawaii Revised Statutes ("HRS") not only encourages 

17 equitable rates for consumers, ll requires rales to be just and reasonable and 

18 prohibits unreasonable discrimination between localities, or between users or 

19 consumers, under substantially similar conditions. HRS 269-16 and Chapter 6-61 

20 of the Hawaii Administrative Rules prescribe procedures to consider utility rale 

21 proposals and to determine whether the proposed rates are just, reasonable and 

22 non-discriminatory. It is in this ratemaking process that the underlying purpose of 

23 PURPA to encourage equitable rates for consumers is met. Since such a process 

24 already exists, it is not necessary for the Commission lo adopl the federal 

25 standards to encourage equitable rates for consumers. Rather, rates should be 



MECO T-19 
DOCKET NO. 2006-0387 
PAGE 24 OF 25 

1 established based on the specific needs and circumstances that currently exist on 

2 this island. As I have explained above, the Company has proposed in this 

3 proceeding time-of-use rates which are appropriate for the islands of Maui County 

4 but it is not proposing critical peak pricing or real-time pricing which are not 

5 suited for this island at this fime. 

6 Q. Has the Commission previously considered whether lo adopt any Energy Policy 

7 Act standards? 

8 A. Yes. In Docket No. 94-0203, by Order No. 13387, filed July 19, 1994, the 

9 Commission instituted a proceeding to consider and delermine the appropriateness 

10 of implementing the energy efficiency standards established by the Energy Policy 

11 Act of 1992 for electric utilities under PURPA Section 111. By Decision and 

12 Order No. 14454, filed January 12, 1996, the Commission concluded that it need 

13 not adopt the federal standards in order to be in compliance with Secfion 111 of 

14 PURPA, as amended by the Energy Policy Act of 1992. 

15 Q. Please summarize MECO's position. 

16 A. MECO has independently and proactively proposed to offer time-of-use rate 

17 options to all cuslomer rate classes that give customers the ability to manage their 

18 electric bills by modifying their energy consumption. HECO is also investigating 

19 AMI solutions that may enable fulure and/or modified time-of-use rate options. 

20 HECO's AMI research and its proposed time-of-use tariffs are consistent with the 

21 standards put forth by the Energy Policy Act of 2005. Thus, it is not necessary for 

22 the Cominission lo adopt the EPACT 2005 time-based rates standards. 
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1 SUMMARY 

2 Q. Please summarize your testimony. 

3 A. In this testimony, I have explained MECO's ECAC proposal which includes the 

4 incorporation of a DG component as MECO's affiliates have also proposed in 

5 recent rate cases. Second, I have explained MECO's position that its ECAC 

6 complies with the provisions of Act 162, that the current level of ECAC fuel price 

7 risk sharing is appropriate, and that no change is necessary to the currenl ECAC 

8 risk sharing approach. Third, I have described MECO's currenl and proposed 

9 time-of-use offerings and have shown that il is not necessary for the Commission 

10 lo adopl the EPACT 2005 time-based rates standards. 

11 Q. Does this conclude your testimony? 

12 A. Yes, it does. 
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Maui Electric Company, Ltd. 

2007 TEST YEAR ENERGY COST ADJUSTMENT FACTORS 
DIRECT TESTIMONY 

ENERGY COST 
ADJUSTMENT FACTOR 
PRESENT RATES 

ENERGY COST 
ADJUSTMENT FACTOR 

PROPOSED RATES 

Maul Division 

Lanai Division 

Molokai Division 

13.954 C:/KWH 

13.913 0/KWH 

15.774 C/KWH 

0.000 0/KWH 

0.000 C/KWH 

0.000 C/KWH 

Source: MECO-1904, 1906, 1909-1912 

MECO-1901 11/09/06 
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Maui Electric Company, Ltd. 

Line 
BASE FUEL ENERGY CHARGE AND 

FIXED EFFICIENCY FACTOR (OR SALES HEAT RATE) 

Rate Proceeding Docket No. 97-0346, Apr 1999 

Maui Lanai Molokai 

1 Base Fuel Energy, c/kWh 4.5937 9.0620 5.3991 

Fuel Price 
2 Industrial, $/bbl 14.21 
3 Diesel, $/bbl 25.78 45.31 27.40 

Base Composite Cost 
4 Generation, C/mil btu 369.60 773.27 467.54 
5 Purchased Energy, c/kWh 5.028 

Fixed Efficiency Factor or 
6 Sales Heat Rate. btu/kWh of sales 11,032 10.678 10,522 

MECO-1902 11/9/06 
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Year 
1984 
1985 
1986 
1987 
1968 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 

" Includes 

ECA 
Revenue 

{$ million) " 
-1.077 
-2.971 

-17.561 
-19.069 
-23.941 
-22.491 
-16.748 
-14.953 
-18.814 
-8.707 
-5.147 
-1.992 
7.438 

12.112 
-0.678 
5.233 

35.320 
39.108 
23.227 
40.794 
72.754 

122.418 
161.018 

Revenue Taxes 

Note: 
Positive values are collections. 
Negative values are retums. 

Maui Electric Company, Ltd. 
ECA Revenue 
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MAUI ELECTRIC COMPANY, LTD. 
MAUI DIVISION 

ENERGY COST ADJUSTMENT RLING 

PRESENT RATES 

MECO-1904 
DOCKET NO. 2006-0387 
PAGE 1 OF 1 

Une Line 

1 Effective Date 
Supersedes Factor of 

2007 Test Year • Direct 

OIL-FIRED GENERATION COMPONENT 

2 
3 
3a 

4 
5 
5a 

OIL PRICES, c/MBTU 
Industrial 
Diesel 
Hana DG 

OIL BTU MIX, 
Industrial 
Diesel 
HanaDG 

% 

6 COfVIPOSITE GENERATION COST. 
e/MBTU, {Lines (2x4) + Lines (3x5)} 

7 % Input to System kWti Mix 
8 Efficiency Factor, mbtu/kWti 
9 WEIGHTED COMPOSITE GEN. COST, 

C/KWH, {Lines (6x7x8)1 

10 BASE GENERATION COST. c/MBTU 
11 Base % Input to System kWh Mix 
12 Efficiency Factor, mbtu/kWti 
13 WEIGHTED BASE GEN. COST C/KWH, 

{Unes (10x11x12)] 

14 COST LESS BASE { Une 9-13} 

15 Multiplier to Include Rev. Tax Requirement 
16 GENERATION FACTOR. C/KWH 

{Unes (14x15)1 

948.90 
1.792.83 

0.00 

29.19% 
70,80% 

0.01% 

1,546.31 

83.42% 
0,011032 
14.23053 

369.60 
91.79 

0.011032 
3.74267 

10.46786 

1.0975 
11,51043 

PURCHASED POWER COMPONENT 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

28 
29 
30 
31 
32 
33 
34 
35 

36 

PURCHASED POWER 
HC&S - Regular 

HC&S - Emergency 

HC&S - Unscheduled 

Kaheawa Wind 

Makila Hydro 

Other (<100kW) 

PRICES. e/KWH 
- On Peak 
- Off Peak 
- On Peak 
-Oft Peak 
- On Peak 
- Oft Peak 
- On Peak 
-Off Peak 
-On Peak 
- Off Peak 

PURCHASED POWER KWH MIX, % 
- On Peak 
- Off Peak 

HC&S - Regular 

HC&S - Emergency 

HC&S - Unscheduled 

Kaheawa Wind 

Makila Hydro 

Other (<100 kW) 

- On Peak 
• OH Peak 
- On Peak 
-Off Peak 
- On Peak 
- Off Peak 
- On Peak 
- Off Peak 

37 COMPOSITE COST OF PURCHASE ENERGY. c/KWH 
38 % Input to System kVWi Mix 
39 WEIGHTED COMP. PURCH. ENERGY COST, C/KWH. 

{Unes (35x36)} 

40 BASE PURCHASED ENERGY COMPOSITE COST, C/KWI 
41 Base % input to System kWh Mix 
42 WEIGHTED BASE PURCH. ENERGY COST, C/KWH, 

Lines {38x39} 

43 COST LESS BASE (LINE (37-40)} 
44 Loss Factor 
45 Multiplier to Include Rev. Tax Requirement 
46 PURCHASED ENERGY FCTR, c/KWH (Lines (41x42x43} 

JjDfl_ SYSTEM COMPOSITE CALCULATIONS 

45 FUEL AND PURCHASED ENERGY 

FACTOR, c/KW/H {Lines 16+44) 

46 ADJUSTMENT. C/KWH 

47 ECA RECONCILIATION ADJUSTMENT. c/KWH 

48 ENERGY COST ADJUSTMENT FACTOR, C/KWH 

13.954 

0.000 

0.000 

13.954 

20.270 
18.450 
20.270 
18.450 
20.270 
18.450 

12.0884 
10.8333 
20.270 
18.450 
0.000 

27.67% 
13.22% 
0.00% 
0.00% 
1,32% 
0.00% 

31.54% 
25.84% 

0.24% 
0.17% 
0.00% 

15.007 
16.58% 

2.48816 

5.028 
8.21 

0.41280 

2.07536 
1.073 

1.0975 
2.44398 

Reference: MECO-1902, MECO-WP-1904 

MECO-1904 Maui 11/9/06 



MECOTY07_ECAC_Exhibits_Dlrect(2-21-07).xls MECO-1905 
^ ' DOCKET NO. 2006-0387 

PAGE 1 OF 1 

MAUI ELECTRIC COMPANY, LTD. - MAUI DIVISION 
Comparison of Composite Costs of Central Station Generation 

at Present and Proposed Rates 

2007 Test Year - Direct Testimony 

Line 

FUEL PRICES, ft/mmhtu 
1 Industrial 
2 Diesel 
3 DG 

BIU_M1X^ 
4 Industrial 
5 Diesel 
6 DG 

(A) 
At Current 
Effective 

Rates 

948.90 
1,792.83 

0.00 

29.19 
70.80 

0.01 

(B) 

At Proposed 

Rates 

953.85 
1,792.83 

0.00 

29.19 
70.81 

0.00 

(C) 

Difference 
(B) - (A) 

4.95 
0.00 
0.00 

0.00 
0.01 

(0.01) 
100.00 100.00 0.00 

7 COMPOSITE COST OF 
GENERATION C/mmbtu 1,546.31 1,547.93 1.62 

Source: 
Col ( A ) : MECO-1904 
C o l ( B ) : MECO-1906 

MECO-1905 Maull 1/9/06 
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MECO-1906 
DOCKET NO. 2006-0387 
PAGE 1 OF 2 

MAUI ELECTRIC COMPANY, LTD. - MAUI DIVISION 
ENERGY COST ADJUSTMENT (ECA) FILING 

Proposed Rates 

ENERGY COST ADJUSTMENT (ECA) FILING - 2007 Test Year - Dirocl (page 1 ot 2) 

Une 
t Effective Dale 
2 Supercedes Factors ot 

2007 Test Year - Direct 

GENERATION COMPONENT 

CFNTRAL STATION 

FUEL PRICES, e/mmbtu 
3 Industrial 

4 Diesel 
5 Other 

BTU MIX. % 
e Industrial 

7 Diesel 

B Ottier 

9 COMPOSITE COST OF GENERATION, 
CNTRL STN + OTHER «/mmbtu 

10 % input to System l(Wh Mix 

EFFICIENCY FACTOR, mmbtu/kWh 

(A) (B) (C) 
PQtcent of 

Eft Factor Conni Sm + 

FiiRl Typn rnrT,btu/lmh OtW' 
11 Industrial 0.015311 20.30 

12 Diesel 0.009460 79,70 
13 Other 0,010648 0.00 

(Lines 15 ,16 .17) : Coi(B) x Col(C) = Col(D) 

14 Weighted Efficiency Factor, mmbtu/kWh 

[lines 15(D) + 16(D) 117(D)] 

15 WGTD. COMPOSITE CNTRL STN + 
OTHER GEN COST, cAWh 
(lines (13x14x18)) 

16 BASE CNTRL STN + OTHER GEN. COST, 

C/mmbtu 

17 Base % Input 10 Sys kWb Mix 

1S Efficiency Factor, mmbtuf twh 

19 WEIGHTED BASE CNTRL STU + OTHER 

GEN COST c A W h 
(lines (20x21 x22)) 

20 COST LESS BASE (line(19-23)) 
21 Revenue Tax Req Multiplier 

22 CNTRL STN + OTHER 
GENERATIOf^ FACTOR, 

G/kWh (line (24x25)) 

953.85 
1.792.83 

0.00 

29.19 

70.81 

CLQfl 

100,00 

1,547.93 

• 63,41 

(D) 

Welgfited 
FH Fnrtnr 

0.003106 

0.007540 

0.000000 

0.010648 

13,74794 

1.547.93 

63.41 

0.010648 

13.74794 

0.00000 
1.0975 

0.00000 

o n FNERGY CnMPONFNT 

23 COMPOSITE COST OF DG 

ENERGY. C * W h 
24 % Input lo Syslem kWh Mix 

25 WTD IX )MP DG ENRGY COST. 

eAWh (Unes 27 x 28) 

26 BASE DG ENERGV IXJMP COST 

27 Base % Input to System kWh Mix 

26 WTD BASE OG ENERGY COST, 
WkWh (Une 3 0 x 3 1 ) 

29 Cost Less Base (Line 29 - 32) 

30 Loss Factor 

31 Revenue Tax Req Multiplier 
32 DG FACTOR. 

C/VWh (Line 33 x 34 x 35) 

SUMMARY OF 

TOTAL GENERATION FACTOR. c A W h 
33 Cntri Stn+Ottier (line 26) 
34 OG (line 36) 

35 TOTAL GENERATION FACTOR. 

c^kWh (lines 37 + 38) 

22.250 

0.01 

0.00223 

22.250 

0.01 

0.00223 

0.00000 

1.065 
1.0975 

O.OOOOO 

0.00000 
0.00000 

0.00000 

MECO-1906 P91.2 Maui 11/9/06 



MECOTY07_ECAC_Exfiibits_Direct(2-21-07).xla 
MECO-1906 
DOCKET NO. 2006-0387 
PAGE 2 OF 2 

MAUI ELECTRIC COMPANY, LTD. - MAUI DIVISION 
ENERGY COST ADJUSTMENT (ECA) FILING 

Proposed Rates 

ENERGY COST ADJUSTMENT (ECA) FlUNG - 2007 Test Year - Direct (page 2 ot 2) 

Line 

36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

46 
47 
48 
49 
50 
51 
52 
S3 
54 
55 

56 

57 
58 

59 

60 
61 

62 
63 
64 
65 

PURCHASED ENERGY COMPONENT 

PURCHASED ENERGY PRICE, gAWh 
HCSS - Regular 

HCiS - Emergency 

HC&S - Unscheduled 

Kabeawa Wind 

Makila Hydro 

On Peak 
Oft Peak 
On Peak 
OH Peak 
On Peak 
OtIPeak 
On Peak 
OtIPeak 
On Peak 
OtIPeak 

PURCHASED ENERGY KWH MIX. % 
HC&S - Regular 

HC&S • Emergency 

HCaS - Unscheduled 

Kaheawa Wind 

Makila Hydro 

COMPOSITE COST OF PURC 
ENERGY. c/kWh 

% Input to System kWh Mix 
WEIGHTED COMP, PUHCH. E 

COST, cAWh (lines (60x61)} 

BASE PURCHASED ENERGY 
COMPOSITE COST, c/kWh 

Base % Input to Sys kWh Mix 
WEIGHTED BASE PURCH EN 

COST. c/kWh (lines (63 x 64)) 

COST LESS BASE(lines (62 - 6 
Loss Factor 
Revenue Tex Req Muliiplier 
PUHCHSD ENERGY FCTR, eA 

(lines (66 x 67 x 68)} 

On Peak 
OH Peak 
On Peak 
OH Peak 
On Peak 
OH Peak 
On Peak 
OH Peak 
On Peak 
OH Peak 

HASED 

NERGY 

ERGY 

5)) 

Wh 

20.270 
18.450 
20.270 
18.4S0 
20.270 
18.450 
12,088 
10,833 
20,270 
18.450 

27.67 
13,22 
0.00 
0.00 
1.32 
0,00 

31.54 
25.84 

0.24 

ni7 
lOO.OQ 

15.007 
16.58 

2.48616 

15.007 
16.58 

2.46816 

0.00000 
1.065 

1.0975 
0.00000 

OK 

Une SYSTEM COMPOSITE 

66 GEN AND PURCHASED ENERGY 
FACTOR, c/kWh 
(lines (39-f 69)) 

67 Adjustment, c/kWh 
66 ECA Reconciliation Adjustment 
69 ECA FACTOR. ert<Wh 

(lines (70+ 71 +72)) 

Reference: IVtECO-1907, MECO-WP-1904. pp. 1 and 5, MECO-WP-1906 

0.00000 

0000 
0.000 
0.000 

MECO-1906 pgl,2 Maui 11/9/06 
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DOCKET NO. 2006-0387 
PAGE 1 OF 1 

Maui Electric Company, Ltd. - Maui Division 

FIXED AND WEIGHTED EFFICIENCY FACTORS 
2007 Test Year - Direct Testimony 

At Proposed Rates 

1 Fixed Efficiency Factor 

2 Gen Mwh % 

Industrial 

0.015311 

20.30 

Diesel 

0.009460 

79.70 

Other 

0.010648 

0.00 

Total 

mbtu/kwh 

100.00 % 

3 Weighted Etfjciency Factor 
(line 1 X line 2) 0.003108 0.007540 0.000000 0.010646 mbtu/kwh 

Reference: 
1 MECO-WP-1907 
2 MECO-WP-1906, p.4 

MECO-1907 Maui 11/09/06 



MECOTY07_ECAC_Exhibits_Direct(2-21-07).xls MECO-1908 
DOCKET NO. 2006-0387 
PAGE 1 OF 3 

Maul Electric Company, Ltd. - Maui Division 

ILLUSTRATION OF 
THE PROPOSED WEIGHTED COMPOSITE GENERATION COST 

IN THE ECAC CALCULATIONS MECHANISM 
2007 Test Year - Direct Testimony 

As Proposed in Base Rates: 

1 Fixed Efficiency Factor 

2 Gen Mwh % 

3 

Industrial 

0.015311 

20.30 

Weighted Efficiency Factor 
(line 1 X line 2) 0.003108 

Diesel Other Total 

0.009460 0.010648 mbtu/kwh 

79.70 0.00 100.00% 

0.007540 0.000000 0.010648 mbtu/kwh 

For illustration purposes, 
assume during a month the kWh percent of industrial, diesel and other to the 
total Generation - Central Station percent are the following: 

Industrial 20.0 % 
Diesel 80.0 % 
Other 0.0 % 

100.0 % 

Assume there are no changes to the Industrial, Diesel, DG and Purchased Power fuel prices 
from proposed rates. Also no changes to the kwh % mix between Centra! Station, DG and 
Purchased Power. 
Note: For illustration purposes only, assume no change to the btu mix %. 

The Weighted Efficiency Factor for that month is as follows: 

1 Fixed Efficiency Factor 

2 Gen Mwh % 

3 

Industrial 

0.015311 

20.00 

Diesel 

0.009460 

80.00 

Other 

0.010648 

0.00 

Total 

mbtu/kwh 

100.00% 

Weighted Efficiency Factor 
(line 1 X line 2) 0.003062 0.007568 0.000000 0.010630 mbtu/kwh 

The result is an ECA factor of -0.026 cents/kwh. (Refer to MECO-1908 page 3) 

MECO-1908 pgl Maui 11/09/06 



UECOTY07 ECAC Exri(l)(la.Difocl(2.21-07t-xS MECO-1908 
DOCKET NO. 2006-0387 
PAGE 2 OF 3 

• 

MAU) ELECTRIC COMPANY, LTD. - MAUI DIVISION 
ENERGY COST ADJUSTMENT (ECA) FILING 

lOustratlon ol a Month with 
the Proposed Weighted Generation Efficiency Factor & DO Companem 

ENERGY COST ADJUSTMENT (ECA) FILING • 2007 Test Year - Direct Illustration (page l of 2) 

JJOfl-
1 Elective Date 
2 Supercedes Factors Of 

2007 Test Year - Direct Illustration 

GENERATION CQMPQNgrJT 

CEffrRAl STATION 
FUEL PRICES, c/mmb(u 

3 Industrial 
4 Diesel 
5 Other 

953.85 
1.792.83 

0.00 

BTU MIX, % 
6 Industrial 
7 Diesel 
8 Other 

fi COMPOSITE COST OF GENERATION, 
CNTRL STN + OTHER c/mmbtu 

TO % input to System kWh Mix 

29.19 
70,81 

0.00 
IQQ-tffi 

1.547.93 
63.41 

11 
12 

13 

14 

EFFICIENCY FACTOR, mmbtu/kWh 

(A) 

FuftI Tvra 
Industrial 
Diesel 

Other 

(8) 

EH Factor 
mmhtiiflowh 

0.015311 

0.009460 

0.010648 
(Lines 15. 16, 17): Cot(B) x 

Weighted EHiciency Factor, m 

[lines 15(0)-« 16(D) + 17(D)] 

(C) 
Peicont of 
CefiirtStn + 

QbOL 
20.00 

60.00 

0.00 
Col(C) = Col(D) 

mbtu/kWh 

(D) 

Weighted 
Fff Far tm 

0.003062 
0.007566 
0.000000 

0.010830 

15 WGTD. COMPOSITE CNTRL STN + 
OTHER GEN COST, efltWh 
(lines (13x14x16)) 

16 BASE CNTRL STN + OTHER GEN. COST. 
e/mmbtu 

17 Base % Input to Sys kWh Mix 
i f l EHiciency Factor, mmbti^kwh 
19 WEIGHTED BASE CNTRL STN + OTHER 

GEN COST eAWh 
(lines (20x21 x22)) 

20 COST LESS BASE (tine( 19-23)) 
21 Revenue Tax Req Multiplier 
22 CNTRL STN • OTHER 

GENERATION FACTOR. 
c/kWh (line (24x25)) 

13.72470 

1,547.93 
83.41 

0.010648 

13.74794 

(0.02324) 
1.0975 

(0.02551) 

n e FNPwnv noMPOWENT 
23 COMPOSITE COST OF DG 

ENERGY. c/hWh 22.250 
24 % Input to System kWh Mix 0.01 

25 WTD COMP DG ENRGY COST, 
e/kWh (Unes 27 x 28) 0.00223 

26 BASE DG ENERGY COMP COST 22.250 
27 Base % Input lo System kWn Mix 0.01 
28 WTD BASE DG ENERGY COST, 

itAWh (Line 30x31) 0.00223 

29 Cost Less Base (Line 29 - 32) 0.00000 
30 Loss Factor 1.065 
31 Revenue Tax Req Muttiplier 1.0975 
32 DG FACTOR, 

e/kWh (Une 33 x 34 x 35) 0.00000 

SUMMARY OF 
TOTAL GENERATION FACTOR, c/kWh 

33 Cntri Stn+Olher (line 26) .O.OKSI 
34 DG (line 36) 0.00000 
35 TOTAL GENERATION FACTOR, 

C/kWh (lines 37 + 38) -0.02551 

MEC&I90S pa?,3 Maui 11/09/06 
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MECO-1908 
DOCKET NO. 2006-0387 
PAGE 3 OF 3 

MAUI ELECTRIC COMPANY, LTD. • MAUI DIVISION 
ENERGY COST ADJUSTMENT (ECA) FILING 

Illustration of a Month with 
the Proposed Weighted Generation Efficiency Factor & DG Comporwnt 

ENERGY COST ADJUSTMENT (ECA) FlUNG - 2007 Test Year - Direct Illustration (page 2 of 2) 

J i n & PUHCHASED eWERGY COMPONENT 

PURCHASED ENERGY PRICE. c/kWh 
38 HC&S - Regular 
37 
38 HCSS • Ennergercy 
39 
40 HC&S - Unscheduled 
41 
42 KaheaweWind 
43 
44 Makila Hydro 
45 

- On Peak 
- Off Peak 
- On Peak 
- Off Peak 
- On Peak 
- Off Peak 
- On Peak 
- Off Peak 
• On Peak 
- Off Peak 

20.270 
18.450 
20.270 
18.450 
20.270 
18.450 
12.068 
10.833 
20.270 
18.450 

PURCHASED ENERGY KWH MIX. % 
46 HCSS - Regular 
47 
48 HC&S - Emergency 
49 
SO HC&S - Unscheduled 
51 
52 Kaheawa Wind 
53 
54 MakifaHydns 
55 

- On Peak 
- Off Peak 
- On Peak 
- OtfPeak 
- On Peak 
• Off Peak 
- On Peak 
- Off Peak 
- On Peak 
- OtIPeak 

56 COMPOSITE COST OF PURCHASED 
ENERGY, eAWh 

57 % input to System kWh Mil 

27.67 
13.22 
0.00 
0.00 
1,32 
0.00 

31.54 
25.84 
0.24 
0,17 

mm 

15,007 
16.58 Ok 

58 WEIGHTED COMP. PURCH. ENERGY 
COST. c/kWh (lines (60x61)) 

5B BASE PURCHASED ENERGY 
COMPOSITE COST. cAWh 

60 Base % Input to Sys kWh Mix 
61 WEIGHTED BASE PUHCH ENERGY 

COST, cAWh (linos (63 x 64)) 

62 COST LESS BASE(Unes (62 - 65)) 
63 Loss Factor 
64 Revenue Tax Req MuKlplier 
65 PUflCHSD ENERGY FCTR. cfl(Wh 

(tines (66 X 67 X 68)) 

2.46816 

15.007 
16.58 

2.48816 

0.00000 
1.085 

1.0975 
0.00000 

Linn SYSTEM COMPQSITF 

66 GEN AND PURCHASED ENERGY 
FACTOR, crt(Wh (0.02551) 
(lines (39 + 69)) 

67 Adiustment. e/kWfi 0.000 
68 ECA Reconciliation Adjusiment 0.000 
69 ECA FACTOR, c/kWh (0.026) 

(lines (70+ 71+72)) 

Reference: MECO-1906 

UECO-1908 pg2,3 Maui 11/09/06 
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MECO-1909 
DOCKET NO. 2006-0387 
PAGE 1 OF 1 

Line 

MAUI ELECTRIC COMPANY. LTD. 
LANAJ DIVISION 

ENERGY COST ADJUSTMENT FILING 

PRESENT RATES 

Line 

1 Effective Date 2007 Test Year - Direct 
Supersedes Factor of 

OIL-FIRED GENERATION COMPONENT 

OIL PRICES. C/MBTU 
2 tndusttial 
3 Diesel 

OIL BTU MIX, % 
4 Industrial 
5 Diesel 

6 COMPOSITE GENERATION COST. c/MBTU 
{Lines (2X4) + Lines (3X5)} 

7 % Input to System kWh Mix 
8 Efficiency Factor, Mbtu/kWh 
9 WEIGHTED COMPOSITE GEN. COST, 

C/KWH {Lines (6X7X8)} 

10 BASE GENERATION COST, c/MBTU 
11 Base % Input to System kWh Mix 
12 Efficiency Factor, Mbtu/kWh 
13 WEIGHTED BASE GEN. COST, c/KWH, 

{Unes (10X11X12)} 

14 COST LESS BASE {Lines (9-13)} 
15 Multiplier to Include Rev. Tax Requirement 

16 GENERATION FACTOR, C/KWH 
Unes (14X15) 

0.00 
1.960.44 

0.00 
100.00 

1,960.44 

100.00% 
0.010676 
20.93358 

773.27 
100.00% 

0.010678 
8.25698 

12.6766 
1.0975 

13.91257 

17 
18 

PURCHASED POWER COMPONENT 

PURCHASED POWER PRICES, C/KWH 

- Off Peak 
- On Peak 

19 Schedule Q 

20 
21 

PURCHASED POWER KWH MIX, % 

- a ( Peak 
- On Peak 

22 Schedule Q 

COMPOSITE COST OF 
23 PURCHASED POWER, c/KWH 
24 % Input to System kWh Mix 
25 WEIGHTED BASE PURCH ENERGY 

COST, c/KWH {Unes (23X24)} 

BASE PURCHASED POWER 
26 COMPOSITE COST c/KWH 
27 Base % Input to System kWh Mix 
28 WEIGHTED BASE PURCH ENERGY 

COST C/KWH {Unes (26x27)} 

29 COST LESS BASE (UNES (25-28)} 
30 Loss Factor 
31 Multiplier to Include Rev. Tax Requirement 
32 PURCHASED POWER FACTOR, c/KWH 

{Unes (29X30X31)} 

0.000 
0.000 

0.000 

O.OOO 
0.000 

0.000 

0.00000 
0.00% 

O.OOOOO 

7.695 
0.00% 

0.00000 

0.000 
1.073 

1.0975 
0.00000 

Une SYSTEM COMPOSITE CALCULATIONS 

33 FUEL AND PURCHASED ENERGY 13.913 

FACTOR. C/KWH {Unes (16+32)} 

34 ADJUSTMENT, C/KWH 0.000 

35 ECA RECONCILIATION ADJUSTMENT, c/KWH 0.000 

36 ENERGY COST ADJUSTMENT FACTOR, c/KWH 13.913 

Reference; MECO-1902, MECO-WP-1909 

MECO-1909 Lanai 11/9/06 
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MAUI ELECTRIC COMPANY, LTD. - LANAI DIVISION 

ENERGY COST ADJUSTMENT (ECA) FILING 

Proposed Weighted Generation Efficiency Factor & DG Component 

ENERGY COST ADJUSTTWENT (ECA) R U N G - 2007 Test Year - Direct (page 1 of 2) 

1 Effective Dale 

2 Supercedes Factors of 

2007 Test Year - Direct 

GENERATION COMPONENT 

rPNTRAI STATION 
FUEL PRICES, c/mmblu 

3 Industrial 
4 Diesel 
5 Other 

BTU MIX. % 
6 Industrial 
7 Diesel 
a Other 

9 COtUlPOSITE COST OF GENERATION. 
CNTRL STN + OTWER c/mmblu 

10 % Input to Syslem kWh Mix 

EFFfCIENCY FACT01=1. mmbtufl<Wh 
(A) (B) (C) 

Percent ol 
EH Factor Cenin Sm + 

Fiifit Type mmtitii/kwh Otĥ r 
11 Industrial 0.000000 0.00 
12 Diesel 0.010577 100.00 
13 Other 0.010577 0.00 

(Lines 11,12. 13): Col(B) x Coi(C) = Col(D) 
14 Weighted Efficiency Factor, mmbtu/kWh 

[linesl1(D)+12(D) + 13(D)] 

15 WGTD. COMPOSITE CNTRL STN 4-
OTHER GEN COST, tt/kWh 
(lines (9x10x14)) 

16 BASE CNTRLSTN +OTHER GEN. COST, 
c/mmbtu 

17 Base % Input to Sys kWh Mix 
18 Effictencv Factor. mmbtu/Kwh 
19 WEIGHTED BASE CNTRL STN + OTHER 

GEN COST CfltWh 
(lines (16x17x18)) 

20 COST LESS BASE (Nne(15-19)) 
21 Revenue Tax Req Multiplier 
22 CNTRL STN + OTHER 

GENERATION FACTOR. 
e/VWh (line (20x21)) 

0.00 
t.960.44 

0.00 

0.00 
100.00 

0.00 

mm 

1,960.44 
100.00 

(D) 

Weigmed 
Ftf Fnnlnr 

0.000000 
0010577 
0.000000 

0.010577 

20.73557 

1,960.44 
100.00 

0.010577 

20.73557 

O.OOOOO 

1.0975 

0.00000 

nn FNFRfiv rnMPnNPNT 
23 COMPOSITE COST OF DG 

ENERGY, e/kWh 

24 % Input 10 System icWIi Mix 

25 WTD COMP DG ENRGY COST. 
c/kWh (Unes 23 x 24) 

26 BASE DG ENERGY COMP COST 
27 Base % Input to System kWh Mix 
28 WTD BASE DG ENERGY COST, 

e/kWh (Une 26x27) 

29 Cost Less Base (Line 2S - 28) 
30 Loss Factor 
31 Revenue Tax Req MuttlpltHf 
32 DG FACTOR. 

e/kWh (Une 29x30x31) 

SUMMARY OF 
TOTAL GENERATION FACTOR. e/kWh 

33 Cnlrt Stn+Other (line 22) 
34 DG (line 32) 
35 TOTAL GENERATION FACTOR, 

e/kWh (lines 33 + 34) 

0.000 
0.00 

0.00000 

0,000 
0.00 

0.00000 

0.00000 
1.054 

1.0975 

0,00000 

O.OOOOO 
0.00000 

0.00000 

MECO-1910 pg 1.2 Lanai 15/9/06 
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MAUI ELECTRIC COMPANY, LTD. • LANAI DIVISION 
ENERGY COST ADJUSTMENT (ECA) FILING 

Proposed Weighted Generation Efficiency Factor A DG Component 

ENERGY COST ADJUSTMENT (ECA) F lUNG - 2007 Test Year - Direct (page 2 ol 2) 

Line PURCHASED ENERGY COMPONENT 

PURCHASED ENERGY PRICE, CfltWh 
36 - On Peak 
37 - Oil Peak 

38 SchQ 

PURCHASED ENERGY KWH MIX. % 
39 - On Peak 
40 - Off Peak 

41 SchQ 

42 COMPOSITE COST OF PURCHASED 
ENERGY. e/kWh 

43 % Inpul to System kWti Mix 
44 WEIGHTEDCOMP. PURCH. ENERGV 

COST, erttWh (lines (42x43)) 

45 BASE PURCHASED ENERGY 
COMPOSITE COST, «rttWh . 

46 Base % Input lo Sys kWh Mix 
47 WEIGHTED BASE PURCH ENERGY 

COST. c/kWh (lines (45 x 46)) 

4B COST LESS BASE(line9 (44 • 47)) 
49 Loss Factor 
50 Revenue Tax Req Multiplier 
51 PURCHSD ENERGY FCTR, e/kWh 

(lines (48 X 49 X 50)) 

0.000 
O.OOO 

0.000 

0.00 
0.00 

0.000 

0.000 
0.00 

0.00000 

0.000 

0.00 

0.00000 

0.00000 

1.054 

1.0975 

0.00000 

Reference: MECO-WP-1909.1910 

Une SYSTEM COMPOSITE 

52 GEN AND PURCHASED ENERGY 
FACTOR, c A W h O.OOOOO 
(lines ( 35+ 51)) 

53 Adjustment, e f tWh 0.000 
54 ECA Recondiial ion Adjustment 0.000 

55 ECA FACTOR. e/kWh O.OOQ 
(lines (52+ 5 3 + 54)) 

MECO-1910 p g 1 , 2 U n a i 11/9/08 
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Line 

MAUI ELECTRIC COMPANY, LTD. 
MOLOKAI DIVISION 

ENERGY COST ADJUSTMENT FILING 

PRESENT RATES 

Line 

1 Effective Date 2007 Test Year - Direct 
Supersedes Factor of 

OIL-FIRED GENERATION COMPONENT 

OIL PRICES. C/MBTU 
2 Industrial 
3 Diesel 

OIL BTU MIX, % 
4 Industrial 
5 Diesel 

10 
11 
12 
13 

14 
15 

16 

COMPOSITE GENERATION COST, C/MBTU 
{Line(2X4)+Line(3X5)} 
% Input to System kWh Mix 
Efficiency Factor, mbtu/kWh 
WEIGHTED COMPOSITE GEN. COST, 

C/KWH {LINES (6X7X8)} 

BASE GENERATION COST, C/MBTU 
Base % Input to System kWh Mix 
Efficiency Factor, mbtu/1<Wh 
WEIGHTED BASE GEN. COST, 

C/KWH {LINES (10X11X12)} 

COST LESS BASE {LINES (9-13)} 
Multiplier to include Rev. Tax Requirement 

GENERATION FACTOR, C/KWH 
LINES (14X15) 

PURCHASED POWER COMPONENT 

0.00 
1.833.50 

0.00% 
100.00% 

1,833.50 

100.0% 
0.010522 
19.29209 

467.54 
100.00% 

0.010522 
4.91946 

14.37263 
1.09750 

15.77396 

17 
18 

19 

20 
21 

22 

23 
24 
25 

26 
27 
28 

PURCHASED POWER PRICES, C/KWH 

- Off Peak 
- On Peak 

Schedule Q 

PURCHASED POWER KWH MIX, % 

- Off Peak 
- On Peak 

Schedute 0 

COMPOSITE COST OF 
PURCHASED POWER C/KWH 
% Input to System kWh Mix 
WEIGHTED COMP. PURCH ENERGY 
COST, C/KWH (Lines (23X24)} 

BASE PURCHASED POWER 
COMPOSITE COST C/KWH 
Base % Input to System kWh Mix 
WEIGHTED BASE PURCH ENERGY 
COST, C/KWH {Lines (26X27)} 

0.000 
0.000 

0.000 

0.000% 
0.000% 

0.000% 

0.000 
0.0% 

0.00000 

4.448 
0.00% 

0.00000 

29 COST LESS BASE {Unas (25-28)} 0.00000 
30 Loss Factor 1.106 
31 Multiplier to Include Rev. Tax Requirement 1.0975 
32 PURCHASED POWER FACTOR. c/KWH 0.00000 

{Lines (29X30X31)} 

Line SYSTEM COMPOSITE CALCULATIONS 

33 FUEL AND PURCHASED ENERGY 15.77396 
FACTOR, C/KWH {Lines (16+32)} 

34 ADJUSTMENT, C/KWH 0.000 

35 ECA RECONCILIATION ADJUSTMENT, c/KWH 0.000 

36 ENERGY COST ADJUSTMENT FACTOR, C/KWH 15.774 

Reference: MECO-1902, MECO-WP-1909 

MECO-1911 Molokai 11/9/06 



MECOTY07_ECAC„Exhlbits_Qrect(2-21-07).xls 
MECO-191 2 
DOCKET NO. 2006-0387 
PAGE 1 OF 2 

MAUI ELECTRIC COMPANY, LTD. • MOLOKAI DIVISION 
ENERGY COST ADJUSTMENT (ECA) FILING 

Proposed Weighted Generation Efficiency Factor & DG Component 

ENERGY COST ADJUSTMENT (ECA) FILING - 2007 Test Year - Direct (page 1 of 2) 

JJna. 
1 Etfective Date 

2 Supercedes Factofs ol 

2(W7 Test Year - Direct 

GENERATION C( 

CFNTBAl STATION 
FUEL PRICES, c/mmbtu 

3 Industrial 

4 Diesel 
5 Other 

BTU MIX. % 

6 Industrial 

7 Diesel 
B Other 

9 COMPOSITE COST OF GENERATION, 

CNTRL STN • OTHER e/mmbtu 
10 % Inpul to System kWh Mix 

EFFICIENCY FACTOR, mmbtu/kVifh 

(A) (B) (C) 
Percent of 

Eff Factor Centrl sm + 

Fijfll Tvnfl mmbtii/Kwh o i a i 
11 Industrial 0.000000 0.00 

12 Diesel 0.010823 tOO.OO 
13 Other 0.010823 0.00 

(Lines n , 12, 13): Col(B) X Col(C) = Col(D) 

14 Weighted Efficiency Factor, mmbtu^Wh 

[lines 1 1 ( D ) + 1 2 ( D ) + 13(D)] 

15 WGTD. COMPOSITE CNTHL STN + 
OTHER GEN COST, cAWh 

(lines (9x10x14)) 

16 B A S E C N T R L S T N t OTHER GEN. COST. 

e/mmbiu 

17 Base % Input to Sys kWh Mix 

18 Elticiency Factor, mmbtu'kwh 

19 WEIGHTED BASE CNTRL STN + OTHER 

GEN COST e/l(Wh 

(lines (16x17x18)) 

20 COSTLESS BASE (line(15-19)) 
21 Revenue Tax Req Multiplier 

22 CNTRL STN • 0T>1ER 
GENERATION FACTOR. 

c/kWh (line (20x21)) 

0.00 

1,833.50 

0.00 

0.00 
100.00 

0 00 

1.833.50 

100.00 

(D) 

Weighted 

OLEaclOL 
0.000000 

0.010823 

0.000000 

0.010823 

19.84397 

1,833.50 

100.00 

0.010623 

19.84397 

0.00000 

1.0975 

0.00000 

OR FNFRRV rOMPf lMFMT 

23 COMPOSITE COST OF DG 
ENERGY, c/kWh 

24 % Input to System kWh Mix 

25 WTD COMP DG ENRGY COST. 

«AWh (Lines 23 x 24) 

26 BASE DG ENERGY COMP COST 

27 Base % Input to Syslem kWh Mix 

26 WTD BASE DG ENERGY COST. 

c/kWh (Line 26 x 27) 

29 Cost Less Base (Une 2S - 28) 
30 I.OSS Faclof 

31 Revenue Tax Req Multiplier 

32 DG FACTOR, 

c/kWh (Une 2 9 x 3 0 x 3 1 ) 

SUMMARY OF 

TOTAL GENERATION FACTOR. c/kWh 
33 Cntri Strv+Other (line 22) 

34 DG (line 32) 

35 TOTAL GENERATION FACTOR, 
(c/kWh (lines 33 + 34) 

O-OOO 

0.00 

0.00000 

0.000 

0.00 

0.00000 

0,00000 

1.100 

1.0975 

0.00000 

0.00000 

0.00000 

0.00000 

MECO-1912pg 1,2 Molokai 11/9/06 
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MAUI ELECTRIC COMPANY, LTD. - MOLOKAI DIVISION 
ENERGY COST ADJUSTMENT (ECA) FILING 

Proposed Weighted Generation Efficiency Factor & OG Component 

ENERGY COST ADJUSTMENT (ECA) FILING - 2007 Test Year - Direcl (page 2 of 2) 

Linfi 

36 
37 

38 

39 
40 

41 

42 

43 
44 

45 

46 
47 

48 
49 
50 
51 

PURCHASED ENERGY COMPONEMT 

PURCHASED ENERGY PRICE, C/kWh 
- On Peak 
- Off Peak 

SchQ 

PURCHASED ENERGY KWH MIX. % 
- On Peak 
- Off Peak 

SchO 

COMPOSITE COST OF PURCHASED 
ENERGY, c/kWh 

% Input to System kWh Mix 
WEIGHTED COMP. PURCH. ENERGY 

COST, e/kWh (lines (42x43)) 

BASE PURCHASED ENERGY 
COMPOSrTE COST, c/kWh 

Base % Input to Sys kWh Mix 
WEIGHTED BASE PURCH ENERGY 

COST. e/kWh (lines (45 x 46)) 

COST LESS BASE(lines (44 - 47)) 
Loss Factor 
Revenue Tax Req Multiplier 
PURCHSD ENERGY FCTR, «/kV/h 
(lines (48 X 49 X 50)) 

0.000 
0.000 

0,000 

0.00 
0.00 

0.000 

0,000 
0.00 

0.00000 

0.000 
0.00 

0.00000 

0.00000 
1-100 

1.0975 
0,00000 

Linn SYSTEM COMPOSITF 

52 GEN AND PURCHASED ENERGY 
FACTOR, cAWh 0.00000 
(lines (35+ 51)) 

53 Adjustment, c/KWh 0.000 
54 ECA Reconciliation Adjustment 0.000 
55 ECA FACTOR, c/kWh 0.000 

(lines (52 + 53 + 54)) 

Reference: MECO-WP-1909. 1912 

MECO-1912pg 1,2 Molokai 11/9/06 
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1 INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. My name is Edward L. Reinhardt and my business address is 210 West 

4 Kamehameha Avenue, Kahului, Hawaii. 

5 Q. Have you testified earlier in this docket? 

6 A. Yes. I submitted direct testimony in MECO T-l. MECO-100 provides my 

7 educational background and work experience. 

8 Q. What will your testimony in MECO T-20 address? 

9 A. My testimony in MECO T-20 will discuss MECO's results of operations, 

10 including revenue requirements for test year 2007, and the Company's proposed 

11 implementation of the requested increase. 

12 RESULTS OF OPERATIONS 

13 Q. What revenue requirements are reflected in MECO's test year 2007 results of 

14 operations? 

15 A. MECO's test year 2007 results of operations reflect revenue requirements of 

16 $376,285,000 (based on September 1, 2006 fuel prices) to produce an 8.98% 

17 return on MECO's test year 2007 average rate base of $386,040,000 at proposed 

18 rates, as shown in MECO-2001. At present rales, MECO's results of operations 

19 include total estimated operating revenues of $357,308,000 for test year 2007 

20 (based on September 1, 2006 fuel prices), or $18,977,000 less than MECO's test 

21 year 2007 revenue requirements. 

22 Q. What are MECO's present rates? 

23 A. MECO's present rates are the base rates that were established as a result of 

24 Amended Decision and Order No. 16922 in Docket No. 97-0346 (MECO's 1999 

25 test year rate case). 
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1 Q. What would MECO's test year 2007 retum on average rate base be for ratemaking 

2 purposes without rate relief? 

3 A. MECO's normalized results of operations (based on September 1, 2006 fuel 

4 prices) reflect a rate of retum on average rale base of 6.24% for the 2007 test year 

5 without rate relief, as shown in MECO-2001. 

6 Q. What rate relief is being sought in this docket? 

7 A. MECO is requesting that the Commission approve rates and charges that are 

8 designed to produce an additional $18,977,000 (over revenues at present rates and 

9 using September 1, 2006 fuel prices) in total operating revenues, as shown on 

10 MECO-2001. MECO's proposed rates and charges are included in MECO-108 

11 (Maui Division), MECO-109 (Lanai Division), and MECO-110 (Molokai 

12 Division). MECO's proposed rate increase over presenl rates in total and by rate 

13 class for each division, in terms of dollars and by percentage for lest year 2007 are 

14 reflected in MECO-113. 

15 Q. How much additional operating income will MECO's proposed rates and charges 

16 produce? 

17 A. The proposed revenue increase over present rates will increase MECO's estimated 

18 test year 2007 operating income by $10,560,000 to produce an 8.98% return on 

19 the Company's test year 2007 average rale base of $386,040,000 at proposed 

20 rates. MECO's supporting testimonies, exhibits and workpapers provide 

21 justification for a fair retum of 8.98% on MECO's propeny that is used or useful 

22 for public utility purposes. 

23 Q. How much of the required additional revenues will go towards paying increased 

24 taxes? 

25 A. Approximately 44% of the requested increase in revenues ($8,406,000 of the 
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1 proposed $18,977,000 increase over present rates) will be used to pay increased 

2 County, State, and Federal taxes and fees. 

3 RATE INCREASE IMPLEMENTATION 

4 Q. How does MECO propose to implement its proposed rale increase? 

5 A. MECO proposes to implement the proposed rate increase in two steps: 

6 1) Interim Increase, and 

7 2) Final Increase. 

8 Q. When does MECO request that the proposed Interim Increase be made effective? 

9 A. MECO requests that it be allowed to implement its proposed Interim Increase as 

10 soon as practicable after the evidentiary hearing is held. Based on the process 

11 followed in recent rate cases, MECO is targeting completion of the evidentiary 

12 hearing in the fourth quarler of 2007 or early 2008. MECO is requesting an 

13 interim increase as soon as possible. MECO's Results of Operations show that 

14 MECO has a need for a rate increase in the 2007 test year. Therefore, MECO 

15 requires the requested increase as near to the beginning of 2008 as practicable to 

16 provide the Company an opportunity to eam the rate of retum on rale base 

17 authorized by the Commission in this proceeding. MECO will delermine the 

18 amounl that it is requesting in the Interim Increase at the close of the evidentiary 

19 hearing, based on the evidence before the Commission. 

20 Q. When does MECO propose lo make the Final Increase effective? 

21 A. The Final Increase would become effective when the Commission issues its final 

22 decision and order in this docket. The amounl of the Final Increase is to provide 

23 for the amount of the total revenue increase authorized but not included in the 

24 Interim Increase. 

25 Q. What rate design mechanisms does MECO propose to use to implement the 
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1 Interim and Final Increase? 

2 A. MECO proposes that the Interim Increase implemented prior to the Final Increase 

3 be stmctured as surcharges for the various classes based on a percentage of the 

4 customer's base charges (i.e., exclusive of Energy Cost Adjustment charges and 

5 other surcharges). MECO requests that the rate design changes proposed in the 

6 Application (and explained by Mr. Young in MECO T-18) be implemented when 

7 the Final Increase is implemented. 

8 SUMMARY 

9 Q. Please summarize the Company's presentation in this proceeding. 

10 A. MECO has presented substantial evidence in its 20 written testimonies (with 

11 exhibits and workpapers) sponsored by 16 different witnesses to suppon MECO's 

12 requested rate increase. MECO's Results of Operalions for the normalized 2007 

13 test year indicate that a rate increase of $ 18,977,000 over revenues al present rates 

14 based on September 1, 2006 fuel prices is necessary to permit MECO an 

15 opportunity to eam a rale of retum of 8.98% on its average rate base of 

16 $386,040,000 at proposed rates. 

17 MECO has made substantial investments in production, transmission and 

18 distribution plant and engaged in programs and operational activities that are 

19 essential for MECO to continue to meet the energy requirements on the islands of 

20 Maui, Lanai and Molokai and to maintain and improve service quality for its 

21 customers. 

22 In order for MECO to maintain its financial integrity and ability to attract 

23 capital for its capital expenditures, it is essential that the proceeding in this docket 

24 progress as expeditiously as possible, and that adequate rate relief be granled the 

25 Company on a timely basis. Thus, MECO urges thai the Commission grant: 
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1 1) an appropriate Interim Increase as soon as practicable, pursuant to 

2 Section 269-16(d), HRS 

3 2) a Final Increase (which would incorporate an Interim Increase) such that the 

4 combined impact of the Interim and Final Increases yields the requested 

5 increase of $ 18,977,000 over present rales for the normalized 2007 test year 

6 (based on September 1, 2006 fuel prices) 

7 3) approval of the proposed revisions to MECO's rate schedules and rules as 

8 described by Mr. Peter Young in MECO T-18 

9 Q. Does this conclude your testimony? 

10 A. Yes, it does. 
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Business Address: 

Position: 

Years of Service: 

MAUI ELECTRIC COMPANY, LIMITED 

EDWARD L. REINHARDT 

EDUCATIONAL BACKGROUND AND EXPERIENCE 

Maui Electric Company, Limited (MECO) 
210 Kamehameha Avenue, Kahului, HI 96732 

President 
Maui Electric Company, Limited 
(May 2001 to present) 

21 Years 

Education: 

Previous Positions: 

Bachelor of Science in Electronic Engineering 
Northrop University, 1976 

Edison Electric Institute, 1993 

Public Utilities Executives' Course, 1994 

Manager, Energy Delivery Department 
Maui Electric Company, Limited 
1999-2001 

Manager, Engineering Department 
Maui Electric Company, Limited 
1990-1999 

Senior Electrical Engineer 
Engineering Department 
Maui Electric Company, Limited 
1989-1990 

Staff Engineer 
Engineering Department 
Maui Eleciric Company, Limited 
1988-1989 

Electrical Designer 
Engineering Department 
Maui Electric Company, Limited 
1986-1988 
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Systems Engineer 
Kauai Electric Company 
1982-1986 

Chief Engineer 
Molokai Eleciric Company 
1981-1982 

Power Systems Engineer 
Amfac's Lihue Planlaiion 
1980-1981 

Electrical Field Engineer 
General Electric Company 
1976-1980 

Previous Testimony: Docket No. 6571 
Waikapu Line Relocation 

Docket No. 6797 
Special Purpose Revenue Bond 

Docket No. 7000 
MECO Rate Increase 
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• 
Maui Electric Company, Ltd. 

Proposed Rate Design - Base Case 
Total Company 

Results of Operations 

Electric Sales Revenue 
Other Operating Revenue 

TOTAL OPERATING REVEIOUES 

Fuel 
Purchased Pov/er 
Production 
Transmission 
Distribution 
Customer Accounts 
Allowance for Uncoil, Accounts 
Customer Service 
Administration & General 

Operation and Maintenance 

Depreciation & Amortization 
Amortization of State ITC 
Taxes Other Than Income 
Interest on Customer Deposits 
Income Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

AVERAGE RATE BASE 

RATE OF RETURN ON AVERAGE 
RATE BASE 

2007 
lousands) 

Present 
Rates 

355,773 
1,535 

357,308 

180.465 
33,982 
21,015 
2,277 
6,336 
3,086 
214 

1,541 
13,560 

262,476 

28,872 
(518) 

33,068 
233 

9,071 

333,202 

24,106 

386,261 

Additional 
Amount 

18,753 
224 

18,977 

11 

11 

1,680 

6,726 

8,417 

10,560 

(221) 

Revenue 
Requirements 
to Produce 
8.98% 

Return on 
Average 
Rate Base 

374,526 
. 1,759 

376.285 

180,465 
33,982 
21,015 
2,277 
6,336 
3,086 
225 

1,541 
13,560 

262,487 

28,872 
(518) 

34,748 
233 

15,797 

341,619 

34,666 

386,040 

6.24% 8.98% 

TBase (2).xls Result;s 2/21/2007 10:36 AM 
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Maui Electric Company, Ltd. 
Proposed Rate Design - Base Case 

Maui Division 
Results of Operations 

Electric Sales Revenue 
Other Operating Revenue 

TOTAL OPERATING REVENUES 

Fuel 
Purchased Power 
Production 
Transmission 
Distribution 
Customer Accounts 
Allowance for Uncoil. Accounts 
Customer Service 
Administration & General 

Operation and Maintenance 

Depreciation & Amortization 
Amortization of State ITC 
Taxes Other Than Income 
Interest on Customer Deposits 
Income Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

AVERAGE RATE BASE 

RATE OF RETURN ON AVERAGE 
RATE BASE 

2007 
lousands) 

Present 
Rates 

333,075 
1,390 

334,465 

167,036 
33,982 
18,742 
2,244 
5,644 
2,778 
200 

1,538 
12,550 

244,714 

26,598 
(475) 

30,918 
216 

9,122 

311,093 

23,372 

358,230 

Additional 
Amount 

17,555 
202 

17,757 

11 

11 

1,572 

6,294 

7,877 

9,880 

{207} 

Revenue 
Requirements 
to Produce 
9,29% 

Return on 
Average 
Rate Base 

350,630 
1,592 

352,222 

167,036 
33,982 
18,742 
2,244 
5,644 
2,778 
211 

1,538 
12,550 

244,725 

26,598 
(475) 

32,490 
216 

15,416 

318,970 

33,252 

358,023 

6.52% 9.29% 

MBase.xls Results 2/21/2007 9:18 AM 
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Maui Electric Company, Ltd. 
Proposed Rate Design - Base Case 

Lanai Division 
Results of Operations 

Electric Sales Revenue 
Other Operating Revenue 

TOTAL OPERATING REVENUES 

Fuel 
Purchased Power 
Production 
Transmission 
Distribution 
Customer Accounts 
Allowance for Uncoil. Accounts 
Customer Service 
Administration & General 

Operation and Maintenance 

Depreciation & Amortization 
Amortization of State ITC 
Taxes Other Than Income 
Interest on Customer Deposits 
Income Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

AVERAGE RATE BASE 

RATE OF RETURN ON AVERAGE 
RATE BASE 

2007 
tiou sands) 

Present 
Rates 

10,067 
38 

10,105 

6,176 
0 

1,095 
0 

238 
139 

6 
1 

344 

7,999 

1,243 
(20) 
952 
6 

(175) 

10,005 

100 

13,257 

Additional 
Amount 

531 
8 

539 

0 

0 

48 

191 

239 

300 

(6) 

Revenue 
Requirements 
to Produce 

3.02% 
Return on 
Average 
Rate Base 

10,598 
46 

10,644 

6,176 
0 

1,095 
0 

238 
139 

6 
1 

344 

7,999 

1,243 
(20) 

1,000 
6 
16 

10,244 

400 

13,251 

0 . 7 5 % 3 . 0 2 % 

LBase . s i s R e s u l t s 2 / 2 1 / 2 0 0 7 g i l l AM 
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Maui Electric Company, Ltd. 
Proposed Rate Design - Base Case 

Molokai Division 
Results of Operations 

Electric Sales Revenue 
Other Operating Revenue 

TOTAL OPERATING REVENUES 

Fuel 
Purchased Power 
Production 
Transmission 
Distribution 
Custoifier Accounts 
Allowance for Uncoil. Accounts 
Custorper S e r v i c e 
Administration & General 

Operation and Maintenance 

Depreciation & Amortization 
Amortization of State ITC 
Taxes Other Than Income 
Interest on Customer Deposits 
Income Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

AVERAGE RATE BASE 

RATE OF RETURN ON AVERAGE 
RATE BASE 

2007 
tiousands) 

Present 
Rates 

12,631 
107 

12,738 

7,253 
0 

1,178 
33 

454 
169 

e 
2 

666 

9,763 

1,031 
(23) 

1,198 
11 
124 

12,104 

634 

14,774 

Additional 
Amount 

667 
14 

681 

0 

0 

60 

241 

301 

380 

(8) 

Revenue 
Requirements 
to Produce 
6.86% 

Return on 
Average 
Rate Base 

13,298 
121 

13,419 

7,253 
0 

1,178 
33 

454 
169 
8 
2 

666 

9,763 

1,031 
(23) 

1,258 
11 
365 

12.405 

1,014 

14,766 

4.29% 6.86% 

KBase.xls Results 2/21/2007 9:18 AM 


